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The City of South Salt Lake

220 Edst Morris Ave., Suite 200
South Salt Lake, UT 84115

(801) 483.6000 Fax (801) 483.6001

November 16, 2006

To the Honorable Mayor, Members of the City Council, and Citizens of the City of South
Salt Lake, Utah:

State law requires that all general-purpose local governments publish within six months of
the close of each fiscal year a complete set of financial statements presented in conformity
with generally accepted accounting principles (GAAP) and audited in accordance with
generally accepted auditing standards by a firm of licensed certified public accountants.
Pursuant to that requirement, we hereby issue the comprehensive annual financial report
(CAFR) of the City of South Salt Lake (the City) for the fiscal year ended June 30, 2006.

This report consists of management’s representations conceming the finances of the City of
South Salt Lake. Consequently, management assumes full responsibility for the
completeness and reliability of all of the information presented in this report. To provide a
reasonable basis for making these representations, management of the City of South Salt
Lake has established a comprehensive internal control framework that is designed both to
protect the government’s assets from loss, theft, or misuse and to compile sufficient reliable
information for the preparation of the City of South Salt Lake’s financial statements in
conformity with GAAP. Because the cost of internal controls should not outweigh their
benefits, the City of South Salt Lake comprehensive framework of internal controls has been
designed to provide reasonable rather than absolute assurance that the financial statements
will be free from material misstatement. As management, we assert that, to the best of our
knowledge and belief, this financial report is complete and reliable in all material respects.

The City of South Salt Lake’s financial statements have been audited by Pinnock, Robbins,
Posey & Richins, a firm of licensed certified public accountants. The goal of the independent
audit was to provide reasonable assurance that the financial statements of the City of South
Salt Lake for the fiscal year ended June 30, 2006, are free of material misstatement. The
independent audit involves examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and
significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditor concluded, based upon the audit, that there was a
reasonable basis for rendering an unqualified opinion that the City of South Salt Lake’s
financial statements for the fiscal year ended June 30, 2006, are fairly presented in
conformity with GAAP. The independent auditor’s report is presented as the first component
of the financial section of this report.

The mdependent audit of the financial statements of the City of South Salt Lake was part of a
broader, federally mandated “Single Audit” designed to meet the special needs of federal




grantor agencies. The standards governing Single Audit engagements require the
independent auditor to report not only on the fair presentation of the financial statements, but
_ also on the audited government’s internal controls and compliance with legal requirements,
with special emphasis on internal controls and legal requirements involving the
administration of federal awards. These reports are available in the City of South Salt Lake’s
separately issued Single Audit Report on page 89. GAAP require that management provide a
narrative introduction, overview, and analysis to accompany the basic financial statements in
the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is
designed to complement MD&A and should be read in conjunction with it. The City of South
Salt Lake’s MD&A can be found immediately following the report of the independent
auditors.

Profile of the City of South Salt Lake

The City of South Salt Lake is a fourth-class city incorporated in 1938 under provisions of
the State of Utah. South Salt Lake City is located in Salt Lake County in the heart of the

- greater Wasatch Front area. The City of South Salt Lake currently occupies a land area of
7.03 square miles and serves a population of approximately 21,800. South Salt Lake is
empowered to levy a property tax on both real and personal properties located within its
boundaries. It also is empowered by state statute to extend its corporate limits by annexation,
which occurs periodically when deemed appropriate by the governing council.

The City of South Salt Lake has operated under the council-mayor alternative form of
government in conformity with Utah Law (Section 10-3-12) since 1990. The seven-member
city council performs all legislative functions and is responsible, among other things, for
passing ordinances and adopting the budget. The mayor performs all administrative
functions, oversees day-to-day operations, and appoints department heads and boards with
the consent of the city council. The mayor is elected to serve a four-year term. City council
members serve four-year staggered terms. Five of the city council members are elected by
district and two are elected at large.

The City of South Salt Lake provides a full range of services including: police and fire
protection, municipal court, the construction and maintenance of streets, roads, and other

~ infrastructure, recreational activities and cultural events, solid waste collection and disposal,
water and sewer utility services, and housing services. The City of South Salt Lake has two
component units, the Redevelopment Agency of South Salt Lake, established in 1982, and
the South Salt Lake Municipal Building Authority, established in 1996. The Municipal
Building Authority currently has no assets, transactions, or budget. The Redevelopment
Agency is governed by a board that is comprised of the city council, with the mayor serving
as Chief Administrative Officer. The Municipal Building Authority is governed by a board
consisting of the city council. Additional information on the Redevelopment Agency can be
found in Note 11 in the notes to the financial statements.

The annual budget serves as the foundation for the City of South Salt Lake’s financial
planning and control. The Uniform Fiscal Procedures Act adopted by the State of Utah
governs budgetary procedures for the City of South Salt Lake. In compliance with this Act,




the mayor presents a tentative budget to the city council for adoption no later than the first
regularly scheduled city council meeting in May. The Redevelopment Agency budget is

_presented to the board as required by State Law. The city council is required to hold public

hearings on the proposed budget and to adopt a budget by June 22. The council is required to
adopt a final budget by no later than June 30, the close of the City of South Salt Lake’s fiscal
year. The appropriated budget is prepared by fund (e.g. general), function (e.g. public

safety), and department (e.g. police). The mayor may make transfers of appropriations within
a department. Transfers of appropriations between departments, however, require the special
approval of the city council. Budget-to-actual comparisons are provided in this report for the

General Fund, Capital Projects Fund, and the Redevelopment Agency. The budget to actual

comparisons for these funds, with appropriated annual budgets, are presented in the
governmental fund subsection of this report on pages 49-59.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the environment within which the City of South
Salt Lake exists.

Local economy. The economic outlook for the City of South Salt Lake is encouraging, just as
it is for the State of Utah and the country as a whole. The on-going recovery from recession is
beginning to benefit the city and the State of Utah. The unemployment rate in Utah was 4% in-
calendar year 2005 compared to 4.4% for the United States as a whole. The job growth rate for
Utah was 2.5% in calendar year 2004 and 5.0% in 2005 compared to a U.S. growth rate of -
1.0% in calendar 2004 and 1.3% in 2005. These statistics are provided by the Utah Governor’s
Office of Planning and Budget.

The city benefits from the large portion of the sales in our area attributed to the building supply
industry. Due to low interest rates Utah experienced an unprecedented residential building
boom in 2005. Construction value achieved an all time high of $6.5 billion in 2005. We
anticipate strong residential and commercial building to continue in the coming year.

Long-term financial planning. Approximately 35% of property within the city is exempt
from property taxes. This condition is due to the fact that many county and regional public
facilities are located within city boundaries. The Salt Lake County adult detention center (jail),
Utah Transit Authority facilities, Central Valley Water Reclamation Facility, Salt Lake County
Solid Waste Transfer Station, Granite School District facilities and other public infrastructure
are located in the city and occupy many acres of property. In addition, Union Pacific railroad
owns many acres of land within the city that is property tax exempt. As a result, the city relies
heavily on sales tax revenue to provide city services. Sales taxes allow the residents of South
Salt Lake to receive the same level of services that residents of other Utah cities enjoy. City
officials work diligently to maintain an environment that is conducive to business. The mayor
and city council are also working to redevelop commercial areas within the city.

The city has adequate cash reserves to cover cash flow requirements during the year. In the
first few months of the fiscal year the city uses cash reserves to cover cash requirements thus




eliminating the need to issue tax & revenue anticipation notes. The city begins to receive sales
tax revenue in September and property tax revenue in November.

Annually the city allocates as much revenue as possible into the Capital Improvement Fund.
The city utilizes a conservative approach to issuing debt and almost always uses a “pay as you
go” approach to acquiring capital assets. Class C road funds, derived from gasoline taxes, are
used to fund large road construction projects. Funds are received six times per year and can be
carried over from year to year until projects are undertaken.

Over the past 4 years the water utility system has completed an upgrade in the water system as
laid out in the Water Utility General Plan. The majority of the project was completed with a
loan from the State Water Loan Revolving Fund. The project included the re-drilling of the
700 East well with a new well-house, booster station on the west side of town, and
replacements of a portion of the four inch water lines with eight inch lines. In 2005-06 the city
completed a major waterline replacement project using federal grant funds. Financing for the
remaining four inch line replacements is under review.

In 2005-06 design and construction commenced on a major renovation of the 3900 S 500 W
intersection. The city is working with Salt Lake County and the Utah Department of
Transportation on this project. When completed traffic flow, as well as pedestrian access, will
be greatly improved. The city is also in the process of identifying additional storm drain needs
and will design and implement projects as funds become available.

Cash management policies and practices. City funds are invested in accordance with the
State of Utah Money Management Act. The City Treasurer focuses on safety, liquidity, and
yield of investment. All city funds are invested in the State of Utah Public Treasurer’s
Investment Fund (PTIF) and managed by the Utah State Treasurer. The average yield for the
year was 4.17%

Risk management. The City of South Salt Lake is exposed to a variety of accidental losses
and has established a risk management strategy that attempts to minimize losses and the
carrying cost of insurance. The city carries third-party insurance coverage for general liability,
auto hiability, workers compensation, and property. South Salt Lake works closely with third-
party insurance carriers to establish and implement risk management policies and procedures.
The city has an aggressive loss avoidance program which involves employee education, safety
committee and accident review procedures. The city has an Internal Service Insurance Reserve
Fund which allocates costs to specific departments. Additional information on the city’s risk
management activity can be found in Note 10 of the financial statements.

Pensions and other post employment benefits. The City of South Salt Lake is a member of
the Utah Retirement Systems (URS). All liabilities for pensions are fully funded each year.
The URS include separate pension plans for Public Employees, Public Safety (police),
Firefighter, and Judges. These plans are all administered by URS. Additional information is
included in Note 8 and in the URS CAFR report. The City of South Salt Lake provides no post
retirement benefits.




Awards and acknowledgements.

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement
For Excellence in Financial Reporting to the City of South Salt Lake for its comprehensive
annual financial report (CAFR) for the fiscal year ended June 30, 2005. This was the seventh
consecutive year that the City has received this prestigious award. In order to be awarded a
Certificate of Achievement, the City published an easily readable and efficiently organized
CAFR. This report satisfied both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current CAFR continues to meet the Certificate of Achievement Program’s requirements and
we are submitting it to the GFOA to determine its eligibility for certification.

The preparation of this report would not have been possible without the efficient and dedicated
services of the entire staff of the Finance and Administration Departments. I would like to

* express appreciation to all members of the Finance Department who assisted in the preparation

of this report. I also appreciate the professional service and assistance rendered by the auditing
firm of Pinnock, Robbins, Posey & Richins. Credit also must be given to the mayor and city
council for their unfailing support for maintaining the highest standards of professionalism and
integrity in the management of the finances of the City of South Salt Lake.

Respe(it'ﬁllly submi‘ted,

Kyle Kershaw
Director of Finance
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INDEPENDENT AUDITORS’ REPORT

To The Honorable Mayor and
Members of the City Council
City of South Salt Lake, Utah

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of South Salt
Lake, Utah, as of and for the year ended June 30, 2006, which collectively comprise the City’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of
the City of South Salt Lake’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of South Salt Lake, Utah, as of June 30, 2006,
and the respective changes in financial position and cash flows, where applicable, thereof for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
October 20, 2006, on our consideration of the City of South Salt Lake’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and
grants. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 5
through 11, 49, and 50 are not a required part of the basic financial statements but are supplementary
information required by the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

136 East South Temple, Suite 2250, Salt Lake City, Utah 84111 801/533-0409 Fax 801/533-0414



Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of South Salt Lake’s basic financial statements. The accompanying
schedule of expenditures of federal awards required by the U.S. Office of Management and Budget
Circular A-133, dudits of States, Local Governments, and Non-Profit Organizations and the introductory
section, combining nonmajor fund financial statements, budgetary comparison information for nonmajor
and capital projects funds, and statistical tables are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The schedule of expenditures of federal awards,
combining nonmajor fund financial statements, and budgetary comparison information for nonmajor and
capital projects funds have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. The introductory section and statistical tables have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

vaook., ’Pﬂ\o\oins,Poad +Richins

October 20, 2006
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CITY OF SOUTH SALT LAKE

MANAGEMENT’S DISCUSSION AND ANALYSIS

- YEAR ENDING JUNE 30, 2006

As management of the City of South Salt Lake, we offer readers of the City of South Salt Lake’s
financial statements this narrative overview and analysis of the financial activities of the City of
South Salt Lake for the fiscal year ended June 30, 2006. We encourage readers to consider the
information presented here in conjunction with additional information that we have furnished in
our letter of transmittal. All amounts, unless otherwise indicated, are expressed in whole dollars.
A comparison to prior year information is also included.

Financial Highlights

e The assets of the City of South Salt Lake exceeded its liabilities at the close of the most recent fiscal
year by $70,942,128 (net assets). Of this amount, $28,877,331 (unrestricted net assets) may be used
to meet the city’s ongoing obligations to citizens and creditors. '

e As of the close of the current fiscal year, the City of South Salt Lake’s governmental funds reported
combined ending fund balances of $17,348,951. Approximately 78 percent of this total amount,
$13,446,941, is available for spending at the City’s discretion (unreserved fund balance).

e Asaresult of improved economic conditions, sales tax revenue increased by 11 percent.

The City created a new Recycled Waste proprietary fund.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of South Salt Lake’s basic
financial statements. The City of South Salt Lake’s basic financial statements comprise three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to the

 financial statements. This report also contains other supplementary information in addition to the basic

ﬁnancial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the City of South Salt Lake’s finances, in 2 manner similar to a
private-sector business.

The statement of net assets presents information on all of the City of South Lake’s assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the City of South Salt Lake is

improving or deteriorating.

The statement of activities presents information showing how the City’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.
uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of South Salt Lake
that are principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City of South Salt Lake include .
general government, public buildings, public safety, highways and public improvements, parks and
recreation, and redevelopment. The business-type activities of the City of South Salt Lake include water
and sewer utilities, housing, and recycled waste.



CITY OF SOUTH SALT LAKE

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

The government-wide financial statements include one component unit, the Redevelopment Agency of
South Salt Lake. Financial information for the Redevelopment Agency is blended with the primary

government.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The City of South Salt Lake,
like other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City of South Salt Lake can be divided into
two categories: governmental funds and proprietary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The City of South Salt Lake maintains six individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund, the capital projects fund, and the
redevelopment agency, all of which are considered to be major funds. Data from the other three
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of
these nonmajor governmental funds is provided in the form of combining statements elsewhere in this
report.

The City of South Salt Lake adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance with this budget.

Proprietary funds. The City of South Sait Lake maintains proprietary funds. Enterprise funds are used to
report ‘the same functions presented as business-type activities in the government-wide financial
statements. The City of South Salt Lake uses enterprise funds to account for its Water and Sewer
Utilities, Housing, and Recycled Waste Fund. Infernal service funds are an accounting device used to

accumulate and allocate costs internally among the City’s various functions. The City uses an intemal

service fund to account for its Insurance Reserve Fund. Because this service predominantly benefits
governmental rather than business-type functions, it has been included within governmental activities in
the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide separate information for the Water and
Sewer Utilities, Recycle Waste Fund, and Housing Fund, all of which are considered to be major funds of
the City of South Salt Lake.




CITY OF SOUTH SALT LAKE

MANAGEMENT’S DISCUSSION AND ANALYSIS

Notes to the financial statements. The notes provide additional financial information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.

Government-wide Financial Analysis

~ As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.
In the case of the City of South Salt Lake, assets exceeded liabilities by $70,942,128 at the close of the
most recent fiscal year.

By far the largest portion of the City of South Salt Lake’s net assets (57 percent) reflects its investment in
capital assets (e.g., land, buildings, machinery & equipment, and infrastructure); less any related debt
used to acquire those assets that is still outstanding. The City of South Salt Lake uses these capital assets
to provide services to citizens; consequently, these assets are not available for future spending. Although
the City of South Salt Lake’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

Net Assets
Governmental Business-type
Activities Activities Total

_ 2006 2005 2006 2005 2006 2005
Current and other assets $24,232,337 $17,383,009 $ 9,638,843 $ 9,390,207 $33,871,180 $26,773,216
. Capital assets 36424114 36253.892 12,187,113 12,180,967 _48.611,227 _48.434,859
Total assets $60,656,451 $53,636,901 $21,825.956 $21,571,174 $82,482,407 $75,208,075
Other liabilities $ 2,763,316 $ 2,302,343 $ 761,069 $ 614,393 § 3,524,385 § 2,916,736
Long-term liabilities outstanding 4328461 4.648.000 3,687.433 3933375 8.015.894 8,581,375
Total liabilities $ 7,091,777 § 6,950,343 $. 4,448,502 $.4,547,768 $11,540270 §11,498,111

Invested in capital assets, net of

related debt $31,776,114 $31,061,029 §$ 8,314,113 § 7,878,236 $40,090,227 $38,939,265
Restricted 1,209,491 1,166,208 765,079 673,412 1,974,570 1,839,620
Unrestricted 20.579.069 _14.459.321 8,208.262 8.471.758 28,877,331 _22.931.079
Total net assets 853,564,674 $46,686,558 §17,377,454 $17,023.406 §70.942,128 §63,7090,964

An additional portion of the City of South Salt Lake’s net assets (3 percent) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of unrestricted net
assets (41 percent) may be used to meet the City’s ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the City of South Salt Lake is able to report positive balances in all
three categories of net assets, both for the government as a whole, as well as for its separate governmental
and business-type activities. The same situation held true for the prior fiscal year.

There was an increase of $7,232,164 in total net assets compared to the prior year. This increase is
comprised of $6,878,116 in governmental activities and $354,048 in business-type activities.



CITY OF SOUTH SALT LAKE

MANAGEMENT’S DISCUSSION AND ANALYSIS

Changes in Net Assets
Governmental Business-type
Activities Activities Total
2006 2005 2006 2005 2006 2005
Revenues:
Program revenues:
Charges for service $ 3,040,459 $ 3,079,571 § 3,268919 §$ 3,163,038 §$ 6,309,378 § 6,242,609
Operating grants and contributions 607,684 1,851,304 291,469 500,572 899,153 2,351,876
Capital grants and contnbutlons 168,258 189,243 211,420 - 379,678 189,243
General revenues:
Property taxes 5,367,255 2,886,714 - - 5,367,255 2,886,714
Other taxes 15,157,324 13,648,680 - - 15,157,324 13,648,680
Other 627,357 295,085 45,045 84,114 672,402 379.199
Total revenues 24,968,337 _21.950,597 3.816.853 3.747.724 28,785,190 _25.698.321
Expenses:
General government 3,475,895 3,215,423 - - 3,475,895 3,215,423
Public safety 10,071,587 9,699,369 - - 10,071,587 9,699,369
Highways and public improvements 3,086,777 3,002,812 - - 3,086,777 3,002,812
Parks and recreation ‘ 845,418 668,943 - - 845,418 668,943
Redevelopment 373,298 380,467 - - 373,298 380,467
Interest on long-term debt 237,246 256,974 - - 237,246 256,974
Water utility - - 1,735,824 1,676,388 1,735,824 1,676,388
Sewer utility - - 1,482,058 1,300,525 1,482,058 1,300,525
Waste recycle - - 11,802 - 11,802 -
Housing - = 233.121 309.240 233,121 309.240
Total expenses 18.090.221 17,223 988 3.462.805 3,286.153 _21.553,026 _20.510,141
Increase (decrease) in net assets 6,878,116 4,726,609 354,048 461,571 7,232,164 5,188,180
Net assets — beginning 46.686.558 _41.959.949 _17.023406 _16,561.835 _63.709.964 _58.521,784
Net assets - ending $53,564,674 M $17,377,454 $17,023.406 $70,942,128 $63,709,964

Governmental activities. Governmental activities increased the City of South Salt Lake’s net assets by
$6,878,116, thereby accounting for 95 percent of the total growth in the net assets of the City of South
Salt Lake. The increase in governmental activities is primarily explained by the following:

o The City received approximately $168,000 during the fiscal year because the City is a recipient of
the federal government’s State Domestic Preparedness Equipment Support grant program. These
grant proceeds were expended in the public safety and public works areas.

e Due to increases in public utility rates, as well as general improvement in the local economy,
energy sales and use tax revenue increased by approximately $337,000 over the prior year.

e The City received an increase of approximately $1,171,000 in sales tax revenue. The increase is
a result of improved economic conditions locally and nationally. )

e Expenditures decreased by approx1mately $724,000 in the General Fund mainly due to a
reduction in road projects.

e Due to increases in interest rates, and an increase in the amount of invested funds, investment
income in the General fund increased by approximately $150,494 during the fiscal year.

e An additional $2,480,541 in property tax revenue was recorded primarily due to a City Council
approved property tax increase enacted after June 30, 2006.

Business-type activities. Business-type activities increased the City of South Salt Lake’s net assets by
$354,048, accounting for five percent of the total growth in the government’s net assets. Most of the
increase is due to the receipt of an EPA grant to fund waterline repair and replacement.




CITY OF SOUTH SALT LAKE

MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Analysis of the Government’s Funds

As noted earlier, the City of South Salt Lake uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

Governmental Funds. The focus of the City of South Salt Lake’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such information is
useful in assessing the City of South Salt Lake’s financing requirements. In particular, unreserved fund
balance may serve as a useful measure of a government’s net resources available for spending at the end
of the fiscal year.

- As of the end of the current fiscal year, the City of South Salt Lake’s governmental funds reported

combined ending fund balances of $17,348,951, an increase of $3,707,500 in comparison with the prior
year. Approximately 78 percent of this total amount ($13,446,941) constitutes unreserved fund balance,
which is available for spending at the government’s discretion. The remainder of fund balance is
reserved to indicate that it is not available for new spending because it has already been committed 1) to
liquidate contracts and purchase orders of the prior period ($1,568,718), 2) to pay debt service
(81,209,491), and 3) for a variety of other restricted purposes ($1,123,801).

The general fund is the main operating fund of the City of South Salt Lake. At the end of the current
fiscal year, unreserved and total fund balance of the general fund was $3,376,183. As a measure of the
general fund’s liquidity, it may be useful to compare total fund balance to total fund expenditures. This
results in fund balance being 21 percent of expenditures. Total fund balance is approximately 18
percent of subsequent year budgeted fund revenues. The amount of fund balance allowed in the general
fund is limited by Utah State law to 18 percent of subsequent year budgeted revenues.

The general fund balance increased by $818,930 during the current fiscal year. The capital projects fund
balance increased by $2,557,032. This increase is due to the fact that sales tax revenue allocated to the
capital projects fund was greater than expected. In addition, expenditures for certain projects were less
than budgeted. Other governmental funds have a total fund balance of $1,584,423, of which $1,209,491
is reserved for debt service.

Proprietary funds. The City of South Salt Lake’s proprietary funds provide the same type of information
found in the government-wide financial statements, but in greater detail. Unrestricted net assets of the
Water Utility Fund was $379,886, Sewer Utility Fund was $6,871,810, Housing Fund was $1,024,341,
and the newly created Recycled Waste Fund had a balance of $13,868. In fiscal year 2005-06 the City
created the Recycled Waste Fund. The fund is used to identify revenue and expenses associated with a
waste recycling program. Other factors concerning the finances of these four funds have already been
addressed in the discussion of the City of South Salt Lake’s business-type activities.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget were minimal ($247,000 increase
in appropriations). The primary reason for these increases was the approval of additional professional
consulting contracts, as well as, City Council approval of payroll and benefits adjustments which were
funded with new federal grants.

During the year, general fund expenditures were approximately $1,476,000 less than budgeted. The main
reason for the decrease was that several class ¢ road projects ($512,000) were postponed to a subsequent
year. Also, conservative departmental expenditure policies contributed to less than expected spending.




CITY OF SOUTH SALT LAKE

MANAGEMENT’S DISCUSSION AND ANALYSIS

Capital Asset and Debt Administration

Capital assets. The City of South Salt Lake’s investment in capital assets for its governmental and business-
type activities as of June 30, 2006, amounts to $48,611,227 (net of accumulated depreciation). This
investment in capital assets includes land, buildings, improvements, machinery and equipment, and
infrastructure. The City of South Salt Lake’s investment in capital assets for the current fiscal year increased
less than 1 percent for governmental activities and business-type activities.

Major capital asset events during the current fiscal year included the following:

Business-type
Activities

e Purchase of a new fire engine.

e On-going replacement of police vehicles.

e Completion of restroom/concession project at Fitts Park.

e Purchase of public safety equipment using federal grant funds.

e On-going replacement of public works equipment.

e The completion of a large waterline replacement project.

Capital Assets
Net of Depreciation
Governmental
Activities
2006 2005 2006

Land $ 3,874,010 § 3,874,010 $ 762,560
Buildings 13,732,425 13,929,047 1,956,495
Improvements 1,699,829 1,681,679 8,836,239
Machinery and equipment 3,851,924 3,313,432 631,819
Infrastructure 13,238,027 13,430,554 -
Construction in progress 27,899 25,170 —

TOTAL

Additional information on the City of South Salt Lake’s capital assets can be found in Note 4.

Long-term debt. At the end of the current fiscal year, the City of South Salt Lake had total debt of $8,698,812.
The debt represents bonds secured solely by specified revenue sources, as well as a $380,000 Fannic Mae
housing loan. The City of South Salt Lake debt decreased by $720,919 during the current fiscal year. On-
going debt retirement accounts for the decrease. The City incurred new debt of $108,106 during the fiscal
year. The City of South Salt Lake has no outstanding general obligation debt. ‘

Sales tax revenue bond

Special improvement district bonds
Water/Sewer revenue bonds
Central Valley revenue bonds
Fannie Mae housing loan

Total

$36.424,114 $36,253,802 $12,187,113 $12,180,967 $48,611,227 $48,434,859

Long-Term Debt

Governmental
Activities

Business-type
Activities

2006 2005 2006

$ 4,575,000 $ 5,010,000 $ -
73,000 107,000 -
3,493,000
- - 177,812
- — 380,000

$ 4,575,000 $ 5,010,000

$ 4648000 $ 5,117,000 § 4050812 §4,302,731 § 8608812 $ 9419731
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CITY OF SOUTH SALT LAKE

MANAGEMENT’S DISCUSSION AND ANALYSIS

Additional information on the City of South Salt Lake’s long-term debt can be found in Note 7.
Economic Factors and Next Year’s Budgets and Rates

The City of South Salt Lake relies on sales tax as the main source of revenue in the general fund. Due to
continuing economic conditions, sales tax revenue increased approximately 11% during the fiscal year.
Senate Bill 35 was passed during the 2006 session of the Utah State Legislature. This bill changes the
method in which sales taxes are distributed to local governments. The City of South Salt Lake was
negatively affected with this legislation. The bill takes effect on July 1, 2006 and the City is expected to
lose approximately $1,171,000 in tax revenue in 2006-07 when compared to the prior year. More
importantly, the City will not see any growth in sales tax revenue for the next several years.

As a result of this change in sales tax distribution, the City Council approved a property tax increase of
approximately 134% in 2006. This increase will generate more revenue than is required to balance the
General Fund budget in 2006-07. However, the City Council intends to use the increase to fund one-time
capital projects and acquisitions. The City will gradually use the tax increase to balance the General Fund
over the next 3 years. The City of South Salt Lake will continue to monitor tax revenue and budget
expenses accordingly. :

The City is currently working with state leaders to identify new sources of revenue. As economic
conditions, along with external legislative pressure, continue to place pressure on budgets the City will
continue to emphasize comprehensive financial planning and fiscally conservative spending policies.

Requests for Information

This financial report is designed to provide a general overview of the City of South Salt Lake’s finances
for all those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to: Finance
Director, 220 E Morris Avenue, Suite 200, South Salt Lake, UT 84115.

11
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CITY OF SOUTH SALT LAKE
STATEMENT OF NET ASSETS
JUNE 30, 2006
Governmental  Business-type
Activities Activities Total
ASSETS:
Cash and cash equivalents $ 14,489,294 $ 1,355,440 $ 15,844,734
Taxes receivable 4,324,208 - 4,324,208
Accounts receivable - net - 642,326 642,326
Miscellaneous receivable 428,679 — 428,679
Internal balances 338,073 (338,073) -
Due from other governmental units 2,199,585 589,250 2,788,835
Property acquired for redevelopment 1,179,480 - 1,179,480
Property held for sale - 379,749 379,749
Deferred bond financing cost - net - 38,917 38,917
Loans receivable - 499,592 499,592
Investment in joint venture - 5,706,563 5,706,563
Restricted cash and cash equivalents 1,273,018 765,079 2,038,097
Capital assets (net of accumulated depreciation):
Land 3,874,010 762,560 4,636,570
Buildings 13,732,425 1,956,495 15,688,920
Improvements other than buildings 1,699,829 8,836,239 10,536,068
Equipment 3,851,924 631,819 4,483,743
Infrastructure 13,238,027 - 13,238,027
Construction in progress 27.899 = 27.899
TOTAL ASSETS $60,656,451  $21.825,956 § 82,482,407
LIABILITIES:
Accounts payable and accrued liabilities $ 1,264,875 $ 340,707 $ 1,605,582
Compensated absences - 17,209 17,209
Customer deposits payable 48,848 39,774 88,622
Deferred revenue 674,623 - 674,623
Bond interest payable 69,213 - 69,213
Noncurrent liabilities:
Due within one year 705,757 363,379 1,069,136
Due in more than one year 4,328,461 3,687,433 8,015,894
TOTAL LIABILITIES $ 7.091,777 $ 4448502 $ 11,540,279
NET ASSETS:
Invested in capital assets, net of related debt $ 31,776,114 $ 8,314,113  $ 40,090,227
Restricted for:
Debt service 1,209,491 765,079 1,974,570
Unrestricted 20,579.069 8,298,262 28.877.331
TOTAL NET ASSETS $ 53,564,674 7 454 §$70942,128

The notes to the financial statements are an integral part of this statement.

15




91
“Juawate)s siy} Jo 1red [e13oyut Ue AIv SJUSUIAIE)S [BIOUBUY 9Y)} 0} SAJOU 2],

QT V6 0L S PSYLLELT $§ PIOW9SES S ONIANA — SLASSV LAN

¥9660L°€9  90F €COLI 8S5039°9% ONINNIOFE — SLASSV LAN

Y91°TETL 8Y0vSE 911°8.89 SIASSV LAN NI ADNVHD

1869611 SPOSY 9E6 IST 1¢ SHNNAATY TVIINEID TVLOL

T0V°CLO ST % LSELTY sSuruies JusUSIAUT PAJOLISIIU(]

v—o.cN — 1 O“ON S3Xe) WooI uﬁummﬁm.ﬂﬁ

LTY'SSOE - LT8°SS0°E : soxe] 3sn pue safes ABioug

€8¥°6L0°TT - €8¥°5L0TT saxe) sa[eg

$STLIE'S - SSTLIE'S saxe) Aiadoig

SONUIAL —Evﬁo@

(18796 €1)  €00°60€ (0Z8ELTHT) SLO6LE § TSI663 $ ZLE60E9 § 9C0€SS1CS INTNNITAOD AYVINIIA TVLOL
£00°60¢ €00 60% 0TV TiC 69F° 167 61689 ¢ [SONAT AT SHLLIAILOV AdAL-SSANISNE TV.IOL

7¢O 05T 129951 - 697°T6C €736 TCTeEe Sutsnoy
898°¢1 898°¢1 - : - 0L9°ST 708°11 . 9Isem 3[akoay
(zze'esn) (zzz'ssn) - - 0E]‘EPE’T 850781 L11n Jamas
9€L°9LT 9¢L°9LT s 0T 11T - ovI°108°1 yZ8'seL’l Ayun xayepm

:sanIAnoe adAy-ssaursngy
0TS LT OT8LTTT) 35T 89T ¥39°209 65V 0V0T TCC 060731 SALLIAILOV TVININNIIAOD TVLIOL
OVTLED) 9T LeT) - - = VT LEC 399p WLIS}-FUO] UO SIISU]
(867°¢LE) (86T°¢LE) - - - 86T°CLE juswdofaaapay
(Ov0°v6L) (9v0°v6L) - 16V°TC 1888 8I¥SH8 UO11831931 puE SYIed
(€15°568°7) (€15°568°7) - ¥9T 161 - LLL'980°E syuswaaoidunt oriqnd pue sAemySIH
(r88°zz0°9) (#88°20°9) 867°891 Z18°€91 £€9°01/°1 LSS TLOOL . Kyayes orjqnd
(££8°0S6°T) (££8°056°1) $ - $ LITOET $ SP6V6ZT § S68°SLYE S JUSUNLIAOS [RISUSD)
i ISSNTANDE [BIUIWILIIACL)
INFWNIIAOD XIVINTId
8101, SOMIATIOY SaNTATIOY sionnqinuo) SuonnqIIuo) S33TATIS ~sasuadxy SIMEeIgoIg/uonoun,y
adAy-ssousng [EIUSWILLISA0D) pue sjueln pue sjueln) Ioj sagrey))
rende) Suneradp
§19SSY JoN Wl sasuey) pue ~SanUPAY WeIS0Ig
anuaAYy (asuadxq) 19N

9007 "0€ ANNC AAANA AVIX HHL d04

SHILIALLDV 40 INTFIWALVIS

DIVI.LTIVS HLNOS 40 ALID




CITY OF SOUTH SALT LAKE

BALANCE SHEET - GOVERNMENTAL FUNDS

ASSETS:
Cash and cash equivalents
Receivables (net):
Taxes
Miscellaneous
Interfund note receivable
Due from other governmental units
Due from other funds
Property acquired for redevelopment
Cash and cash equivalents - restricted

TOTAL ASSETS

LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts payable
Salaries/payroll payables
Due to other funds
Deposits
Interfund notes payable
Deferred revenue

TOTAL LIABILITIES

Fund Balances:
Reserved for debt service

Unreserved, designated for, reported in:

UTA arts in transit
Interfund note
Sidewalks
Tree removal
Traffic mitigation
Olympic sales taxes
Unreserved, undesignated, reported in:
General fund
Special revenue funds
Capital projects fund

TOTAL FUND BALANCES

TOTAL LIABILITIES AND
FUND BALANCES

JUNE 30. 2006
Capital Other Total
General Projects Redevelopment Governmental Governmental
Fund Fund Agency Funds Funds
$ 1,975,745 §10,598,316 $ 745,311 $ 576,293 $13,895,665
4,324 208 - - - 4,324,208
340,708 - - 87,971 428,679
- 1,831,801 - - 1,831,801
2,154,557 45,028 - - 2,199,585
- 81,947 - - 81,947
- - 1,179,480 - 1,179,480
622.956 — — 650.062 1,273.018
$ 9418174 $12,557,092  § 1,924,791 $ 1,314,326 $25,214,383
$§ 625954 $ 168,747 - $ - $ 794,701
455,734 - - - 455,734
Z - - 517 517
48,848 - - - 48,848
- - 1,557,609 9,192 1,566,801
4.911.455 - — 87376 4,998,831
6.041.991 168,747 1.557.609 97,085 7.865.432
- . - - 1,209,491 1,209,491
- 24314 - - 24314
- 1,568,718 - - 1,568,718
- 33,511 - - 33,511
- 45,199 - - 45,199
- 24,993 - - 24,993
- 995,784 - - 995,784
3,376,183 - - - 3,376,183
- - 367,182 7,750 374,932
- 9,695,826 = = 9.695,826
3.376.183 12,388,345 367,182 1,217,241 17.348.951
$.9418,174 $12,557,092 3 1,924,791 $ 1,314,326 $25,214,383

The notes to the financial statements are an integral part of this statement.
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CITY OF SOUTH SALT LAKE

RECONCILIATION OF THE BALANCE SHEET OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS

' JUNE 30, 2006

Total fund balances - governmental fund types $17,348,951

Amounts reported for governmental activities in the statement
of net assets are different because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds 36,424,114

Other long-term assets are not available to pay for current
period expenditures and, therefore, are deferred in the funds 4,324,208

Long-term liabilities, including bonds payable, are not due and
payable in the current period and therefore are not reported
in the funds (5,103,431)

Internal service funds are used by management to charge the costs
of insurance to individual funds. The assets and liabilities of
internal service funds are included in governmental activities in

the statement of net assets 570.832
Net assets of government activities $53,564,674

The notes to the financial statements are an integral part of this statement.
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CITY OF SOUTH SALT LAKE

STATEMENT OF REVENUES, EXPENDITURES. AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Capital Other Total
General Projects Redevelopment Governmental Governmental
Fund Fund Agency Funds Funds
REVENUES:
Taxes $13,109,335 § 3,526,563 $ 7380913 $ 665,300 $18,040,111
Licenses and permits 870,314 - - - 870,314
Intergovernmental 410,292 447,026 - - 857,318
Charges for services 211,548 25,301 - 34,195 271,044
Fines and forfeitures 1,518,384 - - - 1,518,384
Investment earnings 293,401 281,959 - 33,853 609,213
Miscellaneous revenue 299.341 - - - 299,341
TOTAL REVENUES 16,712,615 4,280,849 738913 733,348 22,465,725
EXPENDITURES:
Current:
General government 2,962,370 - 54,331 - 3,016,701
Public safety 9,464,998 - - - 9,464,998
Highways and public improvements 2,663,384 - - - 2,663,384
Parks and recreation 765,124 - - - 765,124
Redevelopment - - 373,298 - 373,298
Debt service:
Principal retirement - - - 469,000 469,000
Interest and fiscal charges - - 24,538 219,358 243,896
Capital outlay:
General government - 193,065 - - 193,065
Public safety So= 1,033,376 - - 1,033,376
Highways and public improvements 52,067 211,751 - - 263,818
Parks and recreation - 285.823 - — 285.823
TOTAL EXPENDITURES 15,907,943 1,724,015 452,167 688,358 18,772,483
EXCESS OF REVENUES OVER
EXPENDITURES 804,672 2.556.834 286,746 44990 3.693242
OTHER FINANCING SOURCES (USES):
Transfers in (out) - 198 - (198) -
Sale of capital assets 14,258 - = - 14,258
TOTAL OTHER FINANCING
SOURCES (USES) 14,258 198 - (198) 14,258
NET CHANGE IN FUND BALANCES 818,930 2,557,032 286,746 44,792 3,707,500
FUND BALANCES - BEGINNING 2,557,253 9,831,313 80.436 1,172,449 13,641,451
FUND BALANCES - ENDING $£3376.183 $12388345 § 367.182 81217241 $17.348,951

The notes to the financial statements are an integral part of this statement.
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CITY OF SOUTH SALT LAKE

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2006

Amounts reported for governmental activities in the statement of
activities are different because:

Net change in fund balances - total governmental funds $ 3,707,500

Governmental funds report capital outlays as expenditures. However, in
the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current
period 204,021

The net effect of various miscellaneous transactions involving capital
assets (i.e., sales, trade-ins, and donations) is to decrease net assets (33,799)

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds 2,484,468

The issuance of long-term debt (e.g., bonds, leases) provides current
financial resources to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources
of governmental funds. Neither transaction, however, has any effect
on net assets. This amount is the net effect of these differences in the
treatment of long-term debt and related items 469,000

Some expenses reported in the statement of activities do not require the
use of current financial resources and, therefore, are not reported as
expenditures in governmental funds ' (18,433)

Internal service funds are used by management to charge the costs of insurance
to individual funds. The net revenue of certain activities of internal service

funds is reported with governmental activities 65,359
Change in net assets of governmental activities $ 6,878,116

The notes to the financial statements are an integral part of this statement.
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ASSETS:
Current assets:
Cash and cash equivalents
Accounts receivable — net
Due from other governmental units
TOTAL CURRENT ASSETS

Noncurrent assets:
Restricted cash and cash equivalents
Loans receivable
Land
Equipment, buildings and improvements
Less: accumulated depreciation

Investment in Central Valley Treatment Facility -

Less: accumulated amortization
Property held for sale
Deferred bond financing costs — net

TOTAL NONCURRENT ASSETS _ 9,155,850

TOTAL ASSETS

LIABILITIES:
Current liabilities:
Accounts payable
Accrued vacation
Due to other funds
Revenue bonds payable — current
Notes and loans payable — current

TOTAL CURRENT LIABILITIES

Noncurrent liabilities:
Customer deposits payable
Interfund note payable
Revenue bonds payable
Notes and loans payable
TOTAL NONCURRENT
LIABILITIES

TOTAL LIABILITIES
Net assets:
Invested in capital assets, net of related debt
Restricted
Unrestricted

TOTAL NET ASSETS

CITY OF SOUTH SALT LAKE

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS

JUNE 30, 2006

Business-Type Activities - Enterprise Funds

ADJUSTMENT TO REFLECT THE CONSOLIDATION OF INTERNAL SERVICE FUND
ACTIVITIES RELATED TO ENTERPRISE FUNDS

Governmental
Activities -
Water Sewer Recycle Internal
Utility Utility Waste Housing Service
Fund Fund Fund Fund Total Fund
$ 132,056 $ 1,208,265 $ 15,119 § - $ 1,355440 $ 593,629
419,003 217,131 - 6,192 642,326 -

- - - 589,250 589,250 —
551.059 1,425.396 15.119 595,442 2,587.016 593.629

525,318 30,750 - 209,011 765,079 -
- - - 499,592 499,592 -
301,831 2,317 - 458,412 762,560 -
12,896,981 4,417,668 - 339,184 17,653,833 -~
(4,607,197) (1,588,164) - (33,919)  (6,229,280) -
9,797,376 - - 9,797,376 -

- (4,090,813) - - (4,090,813) -

- - - 379,749 379,749 -

38917 = - - 38917 -
8.569.134 - 1,852,029 _19.577.013 -
9.706.909 9,994,530 15,119 2,447.471 _22.164.029 593.629
155,649 79,795 1,251 104,012 340,707 14,440
14,667 2,542 - - 17,209 -

z - - 81,430 81,430 -
130,000 61,500 - - 191,500 -

- 11.879 - 160,000 171.879 -
300316 155,716 1,251 345442 802,725 14.440

39,774 - - - 39,774 -

- - - 265,000 265,000 -
2,379,000 922,500 - - 3,301,500 -

- 165.933 - 220,000 385,933 -
2418.774 1,088,433 - 485,000 _ 3992207 —
2.719.090 1.244.149 1.251 830,442 4.794 932 14.440
6,082,615 1,847,821 - 383,677 8,314,113 -

525,318 30,750 - 209,011 765,079 ~
379.886 6.871.810 13,868 1,024.341 8.289.905 579.189
$ 6987819 § 8750381 § 13,868 $ 1,617,029 _17.369.097 § 579,189
8357
$17.377.454

NET ASSETS OF BUSINESS-TYPE ACTIVITIES

The notes to the financial statements are an integral part of this statement.
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CITY OF SOUTH SALT LAKE

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Business-Type Activities - Enterprise Funds

STATEMENT OF REVENUES, EXPENSES. AND CHANGES IN FUND NET ASSETS

Governmental .
Activities -
Water Sewer Recycle Internal
Utility Utility Waste Housing Service
Fund Fund Fund Fund Total Fund
OPERATING REVENUES:
Water sales $ 1,634823 § - $ - $ - $ 1,634,823 § -
Sewer service charges - 1,257,699 - ‘ - 1,257,699 -
Waste recycle fees - - 25,670 - 25,670 -
Connection fees 13,963 1,800 - - 15,763 -
Other services 152354 84,337 ~ 98,273 334,964 464,400
TOTAL OPERATING REVENUES 1,801,140 1,343.836 25,670 98,273 3.268.919 464.400
OPERATING EXPENSES: .
Employee salaries 427,716 94,587 - - 522,303 -
Employee benefits 184,568 44,145 - - 228,713 -
Professional services 34,628 6,442 - - 41,070 -
Supplies 27,851 20,701 - - 48,552 -
Utilities 129,113 20,641 - - 149,754 -
Equipment supplies and maintenance 78,625 20,114 1,049 - 99,788 -
Repairs and maintenance 62,415 67,202 - 31,809 161,426 -
Depreciation 423,127 96,619 - 16,960 536,706 -
Amortization of investment in sewer
treatment facility - 431,815 - - 431,815 -
Bad debts 227 - - - 227 -
Central Valley sewer treatment costs - 648,313 - - 648313 -
Water purchases 283,826 - - - 283,826 -
Waste disposal fees ' - - 10,753 - 10,753 -
Sundry expense 7,743 1,400 - 1,863 11,006 -
Insurance 11,500 17,199 - - 28,699 414,077
Furniture and equipment . 2.466 6.559 - - 9.025 -
TOTAL OPERATING EXPENSES 1,673.805 1.475.737 11,802 50,632 3211976 414,077
OPERATING INCOME (LOSS) 127335 (131.901) 13.868 47,641 56.943 50,323
NONOPERATING REVENUES (EXPENSES):
Interest revenue 18,599 16,198 - 10,248 45,045 18,144
Interest expense and fiscal charges (63,264) (8,184) - (20,974) (92,422) -
Federal grant revenue 211,420 - - 291,469 502,889 -
Housing program expenses - - - (118,708) (118,708) - -
(Loss) on disposition of capital assets = - - (42.807) (42.807) —
TOTAL NONOPERATING
REVENUES (EXPENSES) 166.755 8,014 — 119,228 293997 18.144
CHANGE IN NET ASSETS 294,090 (123,887) 13,868 166,869 350,940 68,467
TOTAL NET ASSETS — BEGINNING 6,693,729 8,874,268 - 1,450,160 510,722
TOTAL NET ASSETS - ENDING $ 6987819 $ 8750381 § 13,868 $ 1,617,029 $ 579,189
ADJUSTMENT TO REFLECT THE CONSOLIDATION OF INTERNAL SERVICE FUND
ACTIVITIES RELATED TO ENTERPRISE FUNDS 3.108
CHANGES IN NET ASSETS OF BUSINESS-TYPE ACTIVITIES $ 354048

The notes to the financial statements are an integral part of this statement.
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CITY OF SOUTH SALT LLAKE
STATEMENT OF CASH FI.OWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Business-Type Activities - Enterprise Funds

Governmental
Activities -
Water Sewer Recycle Internal
Utility Utility Waste Housing Service
Fund Fund Fund Fund Total Fund
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers $ 1,538,875 §$ 1,352,833 § 25,670 $ (122,053) $ 2,795,325 § 464,000
Payments to suppliers (586,259) (793,343) (10,551) (14,692) (1,404,845) (399,637)
Payments to employees (612,284) (138,732) - - (751,016) -
NET CASH PROVIDED BY (USED
IN) OPERATING ACTIVITIES 340,332 420,758 15,119 (136,745) 639.464 64,763
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
Grants and contributions received 211420 - - 172,761 384,181 -
NET CASH PROVIDED BY
FINANCING ACTIVITIES 211.420 - - 172,761 384.181 -
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Proceeds from capital debt - 108,106 - - 108,106 -
Proceeds from interfund note payable - - - 265,000 265,000 -
Purchases of capital assets (484,886) (57,967) - - (542,853) -
Proceeds from ownership adjustment in
joint venture - 104,326 - - 104,326 -
Purchase of additional investment in joint
venture ' - (274,158) - - (274,158) -
Principal paid on capital debt (127,000) (73,025) - (160,000) (360,025) -
Interest paid on capital debt (63.264) (8.184) — (20.974) (92.422) -
NET CASH PROVIDED BY (USED
IN) CAPITAL AND RELATED
FINANCING ACTIVITIES (675.150) (200.902) - 84.026 (792,026} =
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sale of property - - - 200,000 200,000 -
Purchase of property held for sale - - - (379,749) (379,749) -
Issuance of loans receivable - - - (65,710) (65,710) -
Payments on loans receivable - - - 120,298 120,298 -
Interest and dividends received 18,599 16,198 - 10,248 45.045 18,144
NET CASH PROVIDED BY (USED
IN) INVESTING ACTIVITIES 18,599 16,198 - (114.913) (80.116) 18,144
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS (104,799) 236,054 15,119 5,129 151,503 82,907
CASH AND CASH EQUIVALENTS -
BEGINNING 762,173 1,002,961 - 203,882 1.969.016 510,722
CASH AND CASH EQUIVALENTS -
ENDING $ 657374 $1,239015 § 15119 § 209011 $ 2120519 § 593,629

The notes to the financial statements are an integral part of this statement.
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CITY OF SOUTH SALT LAKE

STATEMENT OF CASH FLOWS (CONTINUED)

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Business-Type Activities - Enterprise Funds

Governmental
Activities -
Water Sewer Recycle Internal
Utility Utility Waste Housing Service
' Fund Fund Fund Fund Total Fund
RECONCILIATION OF OPERATING INCOME
TO NET CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES:
Operating income (loss) § 127335 $(131901) § 13868 $ 47641 $ 56943 § 50323
Adjustments to reconcile operating income
(loss) to net cash provided by operating
activities:
Depreciation expense 423,127 96,619 - 16,960 536,706 -~
Amortization of investment in joint
venture - 431,815 - - 431,815 -
(Increase) decrease in accounts receivable  (266,122) 8,997 - 2,034 (255,091) -
Decrease in due from other governments - - - (222,360) (222,360) -
Increase in accounts payable and
-accrued liabilities 52,135 15,228 1,251 80,182 148,796 14,440
(Decrease) in due to other funds - - - (61,202) (61,202) -
Increase in customer deposits 3.857 - — - 3.857 —
TOTAL ADJUSTMENTS 212,997 552.659 1,251 (184,386) 582,521 14,440
NET CASH PROVIDED BY (USED IN)

OPERATING ACTIVITIES $ 340332 $ 420758 $ 15119 8 (136745) § 639464 §_ 64763

The notes to the financial statements are an integral part of this statement.
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CITY OF SOUTH SALT LAKE
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The City of South Salt Lake is a municipal corporation governed by an elected mayor and a seven
member council. As required by generally accepted accounting principles, these financial statements
present the government and its component units, entities for which the government is considered to be
financially accountable. Blended component units, although legally separate entities, are, in
substance, part of the government’s operations and so data from these units are combined with data of
the primary government. Discretely presented component units, on the other hand, are reported in a
separate column in the combined financial statements to emphasize they are legally separate from the
government. The City of South Salt Lake has no discretely presented component units and is itself not
a component unit of any other entity. Each blended component unit has a June 30 year end.

Blended Component Units

The Redevelopment Agency was created by the City during fiscal year 1982. The Agency uses tax
increment financing to support redevelopment projects within the City. The Agency is governed by
the City’s Mayor and City Council. Because the Agency’s governing body is the same as the City’s
the financial data is included in the reporting entity using the blended method.

The Municipal Building Authority was created by the City during fiscal year 1996. The Authority

. used the proceeds of tax exempt bonds to acquire capital assets for the City. The bonds are secured by

~a lease agreement with the City and will be retired through lease payments from the City. The

Municipal Building Authority is accounted for in a debt service fund. The Authority is governed by

the City Council. Because the Authority’s governing body is substantially the same as the City’s the
financial data is included in the reporting entity using the blended method.

Complete financial statements for each of the individual component units may be obtained at the
City’s administrative offices.

City of South Salt Lake
220 East Morris Avenue
Salt Lake City, UT 84115

Joint Ventures

During 1978, the City entered into a joint venture with six other entities with an inter-local agreement
to create the Central Valley Water Reclamation Facility (Central Valley), which provides waste water
treatment for all seven sanitation entities. The Central Valley facility went on line on February 23,
1988. The original cost of the project was $131,168,137, of which 59% or $78,031,036 was paid by
the participating entities. The City’s portion of the cost was 5.6% or $4,498,316. During 1994, the
City increased its equity in Central Valley by $558,828. During 2004, the City increased its equity in
Central Valley by $993,821. During 2005, the City decreased its equity in Central Valley by
$278,529. The City’s interest in the original facility, new expansion, facility enhancements, and
digesters was 6.12%, 2.5881%, 5.098% and 3.38757%, respectively, at June 30, 2006. The seven
member entities contribute amounts to Central Valley on an annual basis to fund capital enhancements
based on their ownership percentage and capital expansion based on the growth in their plant usage.
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity (continued)

During the current year the City contributed $84,821 for capital enhancements. The amount of equity
interest in Central Valley Water Reclamation Facility at June 30, 2006 is $5,706,563 and is recorded in
the Sewer Fund. Costs associated with the joint venture for the year ended June 30, 2006 were
$1,031,733, which includes $431,815 amortization of the City’s investment in Central Valley.

Amounts reported on the financial statements as investments in Central Valley reflect both the
amounts paid by the City and the City’s pro rata share of capital grants made by the federal
government. The City’s pro rata share of capital grants made by the federal government, net of
amortization at June 30, 2006, is $1,941,114.

The Central Valley operating and maintenance costs are paid by the seven member entitics based on
their usage of the treatment plant. All costs are passed through to the member entities. The City’s
portion of Central Valley’s operating costs and the related percentage of plant usage for the last three
years are as follows:

Year Operating Costs Percentage of Plant
2006 $ 648,313 5.65%
2005 $ 621,751 5.46%
2004 - $ 573,100 5.19%

A copy of the Central Valley Water Reclamation Facility audited financial statements may be obtained
by writing to the Central Valley Water Reclamation Facility at 800 West Central Valley Road, Salt
Lake City, UT 84119-3379.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the primary
government and its component units. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supporied by taxes and
intergovenmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support. Likewise, the primary government is reported
separately from certain legally separate component units for which the primary government is
financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applications that
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds. Major

individual governmental funds and major individual enterprise funds are reported as separate columns
in the fund financial statements. - :
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. Measurement focus, basis of accounting. and financial statement presentation

The government-wide financial statements are reported using the economic resources measurement
Jocus and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, energy sales and use taxes, licenses, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. Only the portion of special assessments receivable due within the current fiscal

period is considered to be susceptible to accrual as revenue of the current period. All other revenue
items are considered to be measurable and available only when cash is received by the government.

The government reports the following major governmental funds:

The general fund is the government’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

The capital projects fund accounts for the resources required for major capital improvements of
the City.

The redevelopment agency accounts for revenues derived from specific taxes which are designated
to finance particular functions of the City.

The government reports the following major proprietary funds:
The water utility fund accounts for the activities of the water distribution system of the City.

The sewer utility fund accounts for the activities of the joint venture described in Note 1.A., the
sewage pumping stations and collection system.

The recycle waste fund accounts for the activities of the City’s recycling program.

The housing fund accounts for the resources used to provide housing assistance to qualifying
persons within the City.
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement focus, basis of accounting. and financial statement resentation (continued

Additionally, the government reports the following fund types:

Internal service funds account for insurance provided to other departments or agencies of the
government, or to other governments, on a cost reimbursement basis.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same limitation.
The government has elected not to follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges
between the government’s water and sewer function and various other functions of the government.
Elimination of these charges would distort the direct costs and program revenues reported for the
various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
‘connection with a proprietary fund’s principal ongoing operations. The principal operating revenues
of the Water Utility enterprise fund, of the Sewer Utility enterprise fund, and of the City’s internal
service fund are charges to customers for sales and services. Operating expenses for enterprise funds
and internal service funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
non-operating revenues and expenses. '

When both restricted and unrestricted resources are available for use, it is the government’s policy to
use restricted resources first, then unrestricted resources as they are needed.

D. Reconciliation of Government-wide and Fund Financial Statements

Governmental funds use the current financial resources measurement focus and the modified accrual
basis of accounting, while the government-wide financial statements use the economic resources
measurement focus and the accrual basis of accounting. As a result, there are important differences
between the assets, liabilities, revenues and expense/expenditures reported on the fund financial
statements and the government-wide financial statements. For example, many long-term assets and
liabilities are excluded from the fund balance sheet but are included in the entity-wide financial
statements. As a result there must be a reconciliation between the two statements to explain the
differences. A reconciliation is included as part of the fund financial statements.
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
E. Budgetary Procedures and Budgetary Accounting

Budgetary procedures for the City have been established by the Uniform Fiscal Procedures Act
adopted by the State of Utah, which requires the legal adoption of a budget for all funds. Furthermore,
in accordance with state law, all appropriations, except capital projects fund appropriations, lapse at
the end of the budget year; accordingly, no encumbrances are recorded. The basis of accounting
applied to each fund budget is the same basis as the related fund’s financial statements. The following
are the legal procedures followed by the City:

1)

2)

3)

5)

6)

On or before the first regularly scheduled meeting of the City Council in May, the City’s Mayor,
authorized under state statute to be appointed budget officer, submits a proposed operating budget
for governmental fund types for which budgetary control is required by Utah State statute (i.e.,
General Fund, Capital Projects Funds, Debt Service Funds, and Special Revenue Funds), and an
operating and capital budget for all proprietary fund types for the subsequent fiscal year. The
budget documents include the proposed budget amounts requested by the department heads, along
with the proposed budget amounts requested by the Mayor.

A public hearing is held to receive input on all aspects of the proposed budget. The hearing is
preceded by a notice in the local newspaper. The notice is given at least seven days before the
hearing and includes the time, date, and place of the hearing. All budget documents are required
to be available for public inspection ten days prior to the public hearing.

On or before June 22, a final balanced budget must be adopted for the subsequent fiscal year
beginning July 1.

The legal budgetary control is maintained at the departmental level. The Mayor, however, acting
as budget officer, has the budget authority to transfer budget appropriations between individual
line items within any department of any budgetary fund.

The City Council, by resolution, has the authority to transfer budget appropriations between the
individual departments of any budgetary fund.

A public hearing, as required in (2) above, must be held to increase the total appropriations of any
one governmental fund type; however, after the original public hearing, operating and capital
budgets of proprietary fund types may be increased by resolution without an additional hearing.

Monthly interim financial reports are prepared by the Finance Director and presented to the City
Council. These reports contain a budgetary statement showing a comparison of budget to actual
for all budgetary funds of the City. Special budgetary reports, using an operating and capital
expenditure concept, are prepared for proprietary funds.

The budgets presented for the General Fund, Capital Projects Funds and Redevelopment Agency
are designated as revised budgets. Throughout the year, the City Council approves. all
expenditures and makes amendments to the City’s budget. Near year end, the City Council makes
final amendments to the budget.

The budget passed for the Capital Projects Funds is an annual budget, based on estimates of annual
expenditures. This budget is not based on project length for long-term capital projects.
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
E. Budgetary Procedures and Budgetary Accounting (continued)

No budget is presented in these financial statements for the Proprietary Funds. State law allows the
City Council to amend the Proprietary Funds budget without public hearing or public notice.
Additional budgetary appropriations were necessary during the year ended June 30, 2006 for the Water
Utility and Sewer Utility Funds.

F. Cash and Cash Equivalents

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-
term investments with original maturities of three months or less from the date of acquisition.

For purposes of the statement of cash flows, the water utility, sewer utility, and housing funds consider
all highly liquid investments (including restricted assets) with a maturity of three months or less when
purchased to be cash equivalents.

G. Interfund Transactions

During the course of operations, numerous transactions occur between individual funds for goods
provided, services rendered and for short-term interfund loans or transfers. As a general rule, the
effect of interfund activity has been eliminated from the government-wide financial statements.

Loans are reported as receivables and payables and are classified as “due from other funds” or “due to

~ other funds” on the balance sheet of the governmental fund financial statements. Interfund receivables
and payables between funds within governmental activities are eliminated in the Statement of Net
Assets. Any residual balances outstanding between the governmental activities and business-type
activities are reported in the government-wide financial statements as “internal balances”.

All other interfund transactions are treated as transfers. Transfers between governmental or
proprietary funds are netted as part of the reconciliation between the governmental fund statements and
the government-wide columnar presentation.

H. Restricted Cash and Cash Equivalents

Certain resources set aside for bond repayment, are classified as restricted cash and cash equivalents
on the balance sheet because their use is limited by applicable bond covenants. Other cash and cash
equivalents accounts are restricted by state law or collateral requirements.

1. Capital Assets

In the fund financial statements, fixed assets used in governmental fund operations are accounted for
as capital outlay expenditures of the governmental fund upon acquisition.

In the government-wide financial statements and in the fund financial statements for proprietary funds,
fixed assets are treated as capital assets. Capital assets include property, plant, equipment and
infrastructure assets, e.g., roads, sidewalks, and similar items. Capital assets are defined by the
government as assets with an initial, individual cost of more than $5,000 and an estimated useful life in
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L

Capital Assets (continued)

excess of two years. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market value at the
date of donation.

Prior to July 1, 2002, governmental funds’ infrastructure assets were not capitalized. These assets
(back to June 30, 1994) have been valued at historical cost.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets business-type activities is included as part of
the capitalized value of the assets constructed. No interest was capitalized during the current fiscal
year.

Property, plant and equipment of the primary government, is depreciated using the straight line method
over the following estimated useful lives:

Assets Years

Qutfall Lines 60

Sewage Collection 60

Water Storage Towers 50

Water Distribution Mains 50

Pump houses 251040

Pumping Stations 33

Wells and reservoirs 10 to 25

Meters & Hydrants 10

Buildings 15

Office Equipment 5t0 10

Machinery and Equipment 51020

Vehicles 7

Infrastructure 10 to 50
Fund Equity
In the fund financial statements, government funds report designations of fund balance for amounts
that are not available for appropriation and reservations of fund balance for amounts that are legally
restricted by outside parties for use for a specific purpose.
Compensated Absences

All vacation pay is accrued when incurred in the government-wide and proprietary fund financial
statements. A liability for these amounts is reported in governmental funds only if they have matured,
for example, as a result of employee resignation and retirements. Sick pay amounts are charged as

wages when used.
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
K. Compensated Absences (continued)

Employees can carry-over up to twenty-one days of unused vacation each year. The vacation year
ends on March 31. -Employees may carry-over up to twelve days of unused sick leave each year with
the remaining time converted to cash at 10-50% of the hourly rate. When employees terminate, they
are paid for accumulated vacation and one-half their normal rate for accumulated sick leave, if certain

criteria are met.

L. Bond Discounts/Issuance Costs

In the government-wide and proprietary fund financial statements, costs of issuing bonds are
capitalized and amortized on a straight-line basis over the life of the bonds. During the fiscal year
ended June 30, 2006 the amortization expense related to deferred bond financing costs was zero.

M. Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires the City to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results may differ from those estimates.

N. Taxes and Other Significant Revenue

Property and Other Taxes

Property tax is assessed, levied, and collected by the county governments in the state of Utah. The
City Council is authorized by state statute (10-6-133) to levy up to a tax rate of .007 of the market
value against all real and personal property located within its boundaries. Property taxes become a lien
on January 1 and are levied on the first Monday of August. Taxes are due and payable on November 1
and delinquent after November 30 of each year. Taxes on an individual piece of property may be
delinquent up to five years before the property is sold for delinquent taxes.

Under state statute, the County Treasurer, acting as a tax collector, must settle and disburse all current
tax collections to all taxing units by the end of March following the taxing year. Delinquent taxes are
collected throughout the year and disbursed to the taxing units on a routine basis.

Property tax revenues are recognized when they become available. Available includes those property
taxes collected from the taxpayers by the County Treasurer by June 30 of each year. Amounts that are
measurable but not available are recorded as deferred revenue. An accrual was made for property
taxes receivable and an offsetting deferred revenue in the amount of $4,324,208 at June 30, 2006.
Property taxes become an-enforceable lien on January 1 but are not due until November 30.

Transient room tax and the municipal telecommunications tax are collected by the State Tax
Commission and remitted to the City monthly. Energy sales and use taxes are collected and remitted to
the City by the electric and natural gas companies monthly, and the cable television company
semiannually.
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
N. Taxes and Other Significant Revenue (continued)

Sales Taxes

In accordance with the Local Sales and Use Tax Act (title 59, Chapter 12, Part 2, Utah Code
Annotated 1953, as amended), the City presently levies a local sales and use tax of 1.00% on all
taxable sales of goods and services. The local sales and use tax is collected by the Utah State Tax
Commission and distributed monthly to the City and all other counties and municipalities in Utah.

The distributions are based on a formula, which since 1983 has provided that; 1) 50% of each dollar of
sales tax collections will be distributed on the basis of the population of the local government and, 2)
50% of each dollar of sales tax collections will be distributed on the basis on the point of sale. The
distributions under this formula are subject to the provision that any local government that imposes a
sales and use tax at the rate of 1.00% will receive a distribution of not less than 0.75% of the taxable
sales within its boundaries. Because the City has a relatively high amount of taxable sales within its
boundaries, in proportion, the distributions of local sales and use taxes to the City are presently based
on 0.75% of the taxable sales within its boundaries.

Subsequent to June 30, 2006, new sales tax legislation took effect. See note 13.

2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation_of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets

The governmental fund balance sheet includes a reconciliation between fund balance - total
governmental funds and net assets - governmental activities as reported in the government-wide
statement of net assets. One element of that reconciliation explains that “long-term liabilities,
including bonds payable, are not due and payable in the current period and therefore are not reported
in the funds”. The details of this $5,103,431 difference are as follows:

Bonds payable $ 4,648,000
Accrued interest payable 69,213
Compensated absences 386.218

Net adjustment to reduce fund balance - total
governmental funds to arrive at net assets -

governmental activities $ 5103431

B. Explanation of certain differences between the governmental fund statement of revenues,
expenditures, and changes in fund balances and the government-wide statement of activities

The governmental fund statement of revenues, expenditures, and changes in fund balances includes a
reconciliation between net change in fund balances - total governmental funds and change in net
assets of governmental activities as reported in the government-wide statement of activities. One
element of that reconciliation explains that “Governmental funds report capital outlays as
expenditures. However, in the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense”. The details of this $204,021 difference

are as follows:
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CITY OF SOUTH SALT LAKE

pZ Y W WAL A A

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
(CONTINUED)

B. Explanation of certain differences between the governmental fund statement of revenu%'

expenditures. and changes in fund balances and the government-wide statement of activities
(continued)

Capital outlay $1,629,137
Depreciation expense (1.425.116)

Net adjustment to increase net changes in fund
balances - total governmental funds to arrive
at changes in net assets of governmental activities $ 204,021

Another element of that reconciliation states that “Some expenses reported in the statement of
activities do not require the use of current financial resources and therefore are not reported as
expenditures in governmental funds”. The details of this $18,433 difference are as follows:

Compensated absences $ 25,083
Accrued interest (6.650)

Net adjustment to decrease net changes in fund balances -
total governmental funds to arrive at changes in net
assets of governmental activities 18.43

DEPOSITS AND INVESTMENTS

The State of Utah Money Management Council has the responsibility to advise the State Treasurer about
investment policies, promote measures and rules that will assist in strengthening the banking and credit
structure of the state and review the rules adopted under the authority of the State of Utah Money
Management Act that relate to the deposit and investment of public funds.

The City follows the requirements of the Utah Money Management Act (Utah Code, Section 51, Chapter
7) in handling its depository and investment transactions. The Act requires the depositing of City funds in
a qualified depository. The Act defines a qualified depository as any financial institution whose deposits
are insured by an agency of the Federal Government and which has been certified by the State
Commissioner of Financial Institutions as meeting the requirements of the Act and adhering to the rules of
the Utah Money Management Council.

a. Degosifs
Bank Book
Balances Balances
Cash on hand $ - $ 10,996
Cash on deposit 1,219,738 883,465
Cash on deposit — restricted 209.011 209,011
TOTAL $1.428,749  § 1,103,472
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DEPOSITS AND INVESTMENTS (CONTINUED)

Custodial Credit Risk: Custodial credit risk is the risk that, in the event of a bank failure, the City’s
deposits may not be returned to it. The City does not have a formal deposit policy for custodial credit
risk. As of June 30, 2006, $1,228,749 of the City’s bank balances of $1,428,749 were uninsured and
uncollateralized.

. Investments

The Money Management Act defines the types of securities authorized as appropriate investments for
the City and the conditions for making investment transactions. Investment transactions may be
conducted only through qualified depositories, certified dealers, or directly with issuers of the
investment securities.

Statutes authorize the City to invest in negotiable or nonnegotiable deposits of qualified depositories
and permitted negotiable depositories; repurchase and reverse repurchase agreements; commercial
paper that is classified as “first tier” by two nationally recognized statistical rating organizations, one
of which must be Moody’s Investors Services or Standard & Poor’s; bankers’ acceptances; obligations
of the United States Treasury, including bills, notes, and bonds; bonds, notes, and other evidence of
indebtedness of political subdivisions of the State; fixed rate corporate obligations and variable rate
securities rated “A” or higher, or the equivalent of “a” or higher, by two nationally recognized
statistical rating organizations; shares or certificates in a money market mutual fund as defined in the
Act; and the State of Utah Public Treasurer’s Investment Fund.

The Utah State Treasurer’s Office operates the Public Treasurer’s Investment Fund (PTIF). The PTIF
is available for investment of funds administered by any Utah public treasurer.

The PTIF is not registered with the SEC as an investment company. The PTIF is authorized and
regulated by the Money Management Act, Section 51-7, Utah Code Annotated, 1933, as amended.
The Act established the Money Management Council, which oversees the activities of the State
Treasurer and the PTIF and details the types of authorized investments. Deposits in the PTIF are not
insured or otherwise guaranteed by the State of Utah, and participants share proportionally in any
realized gains or losses on investments.

The PTIF operates and reports to participants on an amortized cost basis. The income, gains, and
losses-net of administration fees, of the PTIF are allocated based upon the participant’s average daily
balance. The fair value of the PTIF investment pool is approximately equal to the value of the pool
shares.

As of June 30, 2006, the City had the following investments and maturities:

Investment Maturities (in Years)

Fair Less More
Investment Type Value Than 1 1-5 6-10 _Than 10
State of Utah Public Treasurer’s :
Investment Fund $16,779,359 $16,779,359 § - $ - $ -
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

3. DEPOSITS AND INVESTMENTS (CONTINUED)

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the
fair value of an investment. The City’s policy for managing its exposure to fair value loss arising from
increasing interest rates is to comply with the State’s Money Management Act. Section 51-7-11 of the
Act requires that the remaining term to maturity of investments may not exceed the period of

availability of the funds to be invested. Except for funds of Institutions of Higher Education acquired .

by gifts, grants, or the corpus of funds functioning as endowments, the Act further limits the remaining
term to maturity on all investments in commercial paper, bankers’ acceptances, fixed rate negotiable
deposits, and fixed rate corporate obligations to 270-365 days or less. In addition, variable rate
negotiable deposits and variable rate securities may not have a remaining term to final maturity
exceeding two years.

Credit Risk: Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. The City’s policy for reducing its exposure to credit risk is to comply with the State’s
Money Management Act as previously discussed. As of June 30, 2006, the City’s investments in the
State of Utah Public Treasurer’s Investment Fund were unrated.

Concentration of Credit Risk: Concentration of credit risk is the risk of loss attributed to the
. magnitude of a government’s investment in a single issuer. The City’s policy for reducing the risk of
loss is to comply with the Rules of the Money Management Council. Rule 17 of the Money
Management Council limits investments in a single issuer of commercial paper and corporate
obligations to 5%-10% depending upon total dollar amount held in the portfolio.

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. The City does not have a formal policy for
custodial credit risk.
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

4. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2006, was as follows:

GOVERNMENTAL ACTIVITIES:
Capital assets not being depreciated:
Land
Construction in progress
Total capital assets not being depreciated

Capital assets being depreciated:
Buildings
Improvements other than buildings
Machinery and equipment
Infrastructure
Total capital assets being depreciated

Less accumulated depreciation for:
Buildings
Improvements other than buildings
Machinery and equipment
Infrastructure
Total accumulated depreciation

TOTAL CAPITAL ASSETS, BEING
DEPRECIATED, NET

GOVERNMENTAL ACTIVITIES CAPITAL
ASSETS, NET

BUSINESS-TYPE ACTIVITIES:
Capital assets not being depreciated:
Land
Total capital assets not being depreciated

Capital assets being depreciated:
Buildings
Improvements other than buildings
Machinery and equipment
Total capital assets being depreciated
Less accumulated depreciation for:
Buildings
Improvements other than buildings
Machinery and equipment
Total accumulated depreciation

Beginning Ending
Balance Increases Decreases Balance
$ 3,874,010 $ - - $ 3,874,010
25,170 2.729 - 27,899
3.899.180 2.729 - 3.901,909
16,824,392 230,117 - 17,054,509
2,092,109 65,284 - 2,157,393
8,028,789 1,073,618 (265,914) 8,836,493
15,718,630 257.389 - 15,976,019
42.663.920 1,626.408 (265.914) 44.024.414
(2,895,345) (426,739) - (3,322,084)
(410,430) (47,134) - (457,564)
(4,715,357) (501,327) 232,115 (4,984,569)
(2,288.076) (449.916) — (2,737.992)
(10,309.208) _(1.425.116) __ 232,115 (11.502.209)
32.354,712 201,292 (33.799) 32,522.205

$36,253.892 § 204,021 $§ (33,799) $36.424,114

$ 762560 $ = = $_ 762,560
762,560 ~ - 762,560
2,426,994 - - 2,426,994
13,167,530 469,532 - 13,637,062
1,516.457 73,320 - 1,589,777
17,110,981 542.852 - 17.653.833
(417,166) (53,333) - (470,499)
(4,455,738)  (345,085) - (4,800,823)
(819.670) __ (138,288) = (957,958)
5.692,574) __ (536,706) - (6.229,280)
39




CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

4. CAPITAL ASSETS (CONTINUED)

Beginning Ending
Balance Increases _Decreases Balance
TOTAL CAPITAL ASSETS, BEING
DEPRECIATED, NET $11.418.407 $ 6.146 $ - $11.424,553
BUSINESS-TYPE ACTIVITIES CAPITAL
ASSETS, NET $12,180.967 § 6,146 $ — $12,187,113

Depreciation expense was charged to functions/programs of the primary government as follows:

GOVERNMENTAL ACTIVITIES: _
General government $ 310,295
Public safety 463,511
Highway and public improvements 596,381
Parks and recreation 54,929

TOTAL DEPRECIATION EXPENSE - GOVERNMENTAL ACTIVITIES 1425116
BUSINESS-TYPE ACTIVITIES:

Water 423,127
Sewer : 96,619
Housing 16.960
TOTAL DEPRECIATION EXPENSE - BUSINESS-TYPE ACTIVITIES 536,706
TOTAL DEPRECIATION EXPENSE $ 1,961,822

5. INTERFUND RECEIVABLES AND PAYABLES

The composition of interfund balances as of June 30, 2006, is as follows:

Receivable Fund . Payable Fund Amount
Interfund notes receivable/payable: ‘
Capital projects Housing fund $ 265,000
Redevelopment agency 1,557,609
Nonmajor governmental funds 9,192
TOTAL $ 1,831,801
Due from/to other funds:
Capital projects Housing fund $ 81430
Nonmajor governmental fund 317
TOTAL : § 81947

The interfund payable balance in the Redevelopment Agency reflects the amount due to the capital
projects fund for loans made in 1992, 1993, and 1994. The original 1992 loan, which comprises the
majority of the total loan amount, was made to finance major housing rehabilitation projects in the Park
Creck and Southbrook areas of the City. Debt service on the loan is made with tax increment proceeds
received annually by the Redevelopment Agency.
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

5. INTERFUND RECEIVABLES AND PAYABLES (CONTINUED)

' The interfund payable balance in the Housing Fund reflects the amount due to the capital projects fund for

a loan made in 2006. The loan was made to finance the purchase of housing for redevelopment or selling
to developers. Debt service on the loan will be made with proceeds received from the sale of the property.
COMMITMENTS

Central Valley Water Reclamation Facility - the City has committed with six other entities to fund future
capital projects of the Central Valley Water Reclamation Facility.

LONG-TERM DEBT

Revenue Bonds

The government issues bonds where the government pledges income derived from the acquired or
constructed assets to pay debt service. The original amount of revenue bonds issued in prior years was
$6,210,000 for governmental activities and $4,230,000 for business-type activities. The City also issued
special assessment revenue bonds in the amount of $300,000 in prior years. These bonds are repaid from
amounts levied against the property owners benefited by the project funded with the bonds. In the event a
deficiency exists because of unpaid or delinquent special assessments at the time a debt service payment is
due, the government must provide resources to cover the deficiency. During the year ended June 30, 2005,
Central Valley Water Reclamation Facility issued taxable sewer revenue bonds totaling $35,000,000. The
City’s share of the bonds will not exceed $321,874. As of June 30, 2006, Central Valley had received
advances of $30,500,000 from the bond proceeds. Revenue bonds outstanding at year end are as follows:

Interest
Purpose Rates Amount
Special improvement district capital improvements -

Special Revenue Funds . 535-550% $ 73,000
Water system improvements - Water Utility Fund 2.40% 2,509,000
Columbus school and city hall sales tax revenue and

refund bonds - Debt Service Fund 4.00 - 4.85% 4,575,000
Waste water treatment - Sewer Utility Fund 0.00% 984,000
Central Valley expansion — Sewer Utility Fund 3.00% 177.812

TOTAL $ 8318.812

Revenue bond debt service requirements to maturity are as follows:
Principal Interest

2007 $§ 709,379 § 262,285

2008 734,468 237,629

2009 720,645 211,637

2010 744,355 186,007

2011 617,798 162,066

2012-2016 2,585,309 414,339

2017-2021 1,959,358 106,325

2022-2026 247.500 4464

TOTAL 8,318,812  § 1,584,752
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CITY OF SOUTH SALT LAKFE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

7. LONG-TERM DEBT (CONTINUED)
Notes Payable

The City borrowed $800,000 under a note payable to Fannie Mae during the year ended June 30, 2004.
Notes payable outstanding at year end are as follows:

Interest
Purpose _ Rate _Amount
Multi-family housing units - Housing Fund LIBOR + 1.2% $ 380,000
$ 380,000
Notes payable debt service requirements to maturity are as follows:
Principal Interest
2007 $ 160,000 $ 14,758
2008 160,000 4,025
2009 60,000 —
TOTAL $ 380,000 $ 18783
Changes in Long-Term Liabilities
Long-term liability activity for the year ended June 30, 2006, was as follows:
Due
Beginning Ending Within
Balance _Additions Reductions Balance One Year
GOVERNMENTAL ACTIVITIES:
Bonds Payable:
1999 special improvement bonds $ 107,000 $ - $ (34,0000 $ 73,000 $ 36,000
2001 sales tax revenue and
refunding bonds 5,010,000 - (435,000) _ 4,575,000 470,000
TOTAL BONDS PAYABLE _ 5,117.000 — (469.000) _ 4.648.000 506,000
Compensated absences 361,135 _ 457,617 (432,534) 386.218 199,757
GOVERNMENTAL ACTIVITY
LONG-TERM LIABILITIES $ 5478135 8 457,617 $ (901,534) § 5,034,218 $§ 705,757

BUSINESS-TYPE ACTIVITIES:
Revenue Bonds Payable:
2001 Taxable Water Revenue
Bonds
2002 Taxable Sewer Revenue
Bonds
Central Valley Taxable Sewer
Revenue Bonds

TOTAL BONDS PAYABLE

Notes payable

BUSINESS-TYPE ACTIVITY

LONG-TERM LIABILITIES

$ 2,636,000 $ - $ (127,000) $ 2,509,000 $§ 130,000
1,045,500 - (61,500) 984,000 61,500
81,231 __ 108,106 (11,525) 177,812 11,879
3,762,731 108,106 (200,025) 3,670,812 203,379
540,000 _ - - _(160.000) 380,000 160.000

$4302731 8 108,106 '$ (360,025) $ 4050812 § 363,379

Compensated absences in the governmental activities are generally liquidated by the general fund.
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CITY OF SOUTH SALT LAKE
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. PENSION SYSTEMS

The City contributes to the Local Governmental Contributory Retirement System and Local Governmental
Noncontributory Retirement System, Public Safety Retirement System for employers with Social Security
coverage, Firefighters Retirement System that are for employers with Social Security coverage cost-
sharing multiple employer defined benefit pension plans administered by the Utah Retirement Systems
(Systems). Utah Retirement Systems provide refunds, retirement benefits, annual cost of living
adjustments, and death benefits to plan members and beneficiaries in accordance with retirement statutes.

The Systems are established and governed by the respective sections of Chapter 49 of the Utah Code
Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides for the
administration of the Utah Retirement Systems and Plans under the direction of the Utah State Retirement
Board (Board) whose members are appointed by the Governor. The Systems issue a publicly available
financial report that includes financial statements and required supplementary information for the Local
Governmental Contributory Retirement System, Local Governmental Noncontributory Retirement System,
and Public Safety Noncontributory Retirement System for employers with Social Security coverage, and
Firefighters Retirement System, which are for employers with Social Security coverage. A copy of the
report may be obtained by writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake City,
Utah 84102 or by calling (800) 365-8772.

In the Local Governmental Noncontributory Retirement System, the City is required to contribute 11.09%
of their annual covered salary. In the Public Safety Noncontributory Retirement System for employers
with Social Security coverage, the City is required to contribute 19.34% of their annual covered salary.

The City ceased participation in the Public Safety Contributory System at June 30, 1995. In the
Firefighters Retirement System for employers with Social Security coverage plan members are required to
contribute 8.61% of their annual covered salary (all or part may be paid by the employer for the employee)
and the City is required to contribute 0.00% of their annual covered salary. The contribution rates are the
actuarially determined rates. The contribution requirements of the Systems are authorized by statute and

specified by the Board.

The City’s contributions to the Noncontributory Retirement System for June 30, 2006, 2005, and 2004
were $362,826, $329,703, and $298,156, respectively; covered salaries for the same period were
$3,271,657, $2,972,988, and $3,099,408, respectively. The Public Safety Noncontributory Retirement
System contributions for June 30, 2006, 2005, and 2004 were $488,281, $450,933, and $390,678
respectively; covered salaries for the same period were $2,524,712, $2,363,390, and $2,405,655
respectively. The Firefighters Retirement System contributions for June 30, 2006, 2005, and 2004 were
$169,193, $155,307, and $148,037 respectively; covered salaries for the same period were $1,965,082,
$1,803,807, and $1,803,138 respectively. The City’s contributions were equal to the required
contributions for each year.

Employees of the City may also participate in a 401(k) Defined Contribution Plan. The City’s
contributions to the Plan for June 30, 2006, 2005 and 2004 were $274,252, $214,759, and $432,406
respectively. Employee contributions to the 401(k) plan for June 30, 2006, 2005, and 2004, were
$217,719, $174,071, and $170,538 respectively.

Full-time employees of the City are eligible to participate in the retirement systems based on their position.
Benefits fully vest on reaching four years of service in each of the systems.
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CITY OF SOUTH SALT LAKE

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DEFERRED COMPENSATION 457 PLAN

The Utah Retirement Systems have adopted Governmental Accounting Standards Board Statement 32
(GASB No. 32), Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred
Compensation Plans. This resulted in reporting the 457 Plans as a “Trust Fund” rather than as an “Agency
Fund”. Currently all of the assets and income of the 457 Plan are held in trust by the Utah Retirement
Systems for the exclusive benefit of the participants or their beneficiaries rather than as assets of the City
and are no longer reported as such.

RISK MANAGEMENT

The City of South Salt Lake, as a provider of municipal services, is exposed to a number of risks. Among
these are; police enforcement liability, auto liability, road maintenance exposure, public official’s errors
and omissions, and property losses. The City has determined that the inherent risk of providing services
necessitates implementing risk management policies and purchasing commercial liability insurance. This
combination has resulted in fewer claims against the City and sufficient protection when claims occur.

‘There has not been any reduction in insurance coverage in the past year for any insurance category. The

amount of settlements for any of the past three years have not exceeded coverage amounts.

The City of South Salt Lake contracts with commercial insurance coverage for general liability, auto
liability, law enforcement liability and public official’s errors and omissions type risks. The City
maintains an Insurance Reserve Fund to fund deductibles and small equipment losses. As a result, the City

does not have any outstanding insurance liabilities from year to year. However, the City does have annual

expenses, which change.
For the year ended June 30, 2006, the Insurance Reserve Fund paid $414,077 in expenses. Current

expenses include insurance deductible for insurance coverage and claims on uninsured property such as
police and other City vehicles and small trucks, legal fees and insurance premiums.

REDEVELOPMENT AGENCY

In accordance with Utah Code Section 17A-2-1217(3), the City’s Redevelopment Agency is required to
disclose the following information for fiscal year 2006:

A. The tax increment collected by the Agency for each project area is as follows:

Project Area 2006
Burton Place $ 49,668
Edison Street 22,786
Park Creek 41,197
Southbrook 47,137
South State Street 38,592
Madison School 88,203
Post Office Place 72,595
Third West - 215,313
Metro — Center ‘ 24,001
2100 South ‘ 139.421

TOTAL 738,913
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CITY OF SOUTH SALT LAKE
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

REDEVELOPMENT AGENCY (CONTINUED)
B. There were no amounts of tax increment paid to any taxing agency during the year.

C. The outstanding principal amount of bonds issued or other loans incurred to finance the costs
associated with project areas is as follows:

Project Area 2006
Interfund Notes Payable $ 1,557,609

D. The actual amount expended for:

Project Area 2006
Interest on interfund note payable $ 24,538
Administrative costs of
the Agency 54,331
Tax increment distributions under contracts:
2100 South 134,421
Madison School 37,555
Third West 201,322
$ 452,167
CONTINGENT LIABILITIES

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amounts, if any, of expenditures, which
may be disallowed by the grantor, cannot be determined at this time although the government expects such
amounts, if any, to be immaterial.

The City is a defendant in various lawsuits. Although the outcome of most of these lawsuits 1s not
presently determinable, it is the opinion of the City’s counsel that resolution of these matters will not have
a material adverse effect on the financial condition of the City.

SUBSEQUENT EVENTS

Subsequent to June 30, 2006, State legislation became effective which changed the method in which sales
taxes are distributed to local governments. The legislation provides for a minimum tax revenue
distribution equal to the sales tax received for fiscal year 2004-05, beginning with fiscal year 2006-07.
The City anticipates that it will receive approximately the same amount of sales tax revenue during the
year ended June 30, 2007 that it received during the year ended June 30, 2005, which was approximately

$10,900,000.
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CITY OF SOUTH SALT LAKE

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2006

REVENUES:
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Investment earnings
Miscellaneous revenues

TOTAL REVENUES

EXPENDITURES:
Current:
General government:
Administration
City council
Municipal court
City attorney
City hall building
Civic center
Public safety:
Police protection
Dispatching
Animal control
Fire protection
Highways and public improvements:
Streets and highways
Waste collection and disposal
Building and planning services
Engineering
Parks and recreation:
Parks
Community events
Recreation
Capital outlay:
Highways and public improvements:
Streets and highways

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
Sale of fixed assets

TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Budgeted Amounts
Variance with
Final Budget -
Actual Positive
Original Final Amounts (Negative)
$13,385,707 $13,499,207 $ 13,109,335 $ (389,872)
696,000 696,000 870,314 174,314
856,500 912,000 410,292 (501,708)
176,000 176,000 211,548 35,548
1,650,000 1,650,000 1,518,384 (131,616)
65,000 138,000 293,401 155,401
293,000 298,000 299,341 1.341
17,122,207 17.369.207 16,712,615 (656.592)
1,088,860 1,128,860 1,068,482 60,378
205,900 250,900 189,663 61,237
771,450 771,450 693,238 78,212
538,184 538,184 508,042 30,142
347,776 362,776 332,595 30,181
149,993 179,493 170,350 9,143
5,604,400 5,685,400 5,379,671 305,729
361,000 361,000 357,602 3,398
220,550 220,550 202,573 17,977
3,716,185 3,722,185 3,525,152 197,033
1,799,099 1,807,099 1,711,920 95,179
193,828 193,828 188,814 5,014
673,555 694,555 640,406 54,149
216,907 157,907 122,244 35,663
275,504 289,504 287,455 2,049
129,700 129,700 129,123 577
304,316 350,816 348,546 2,270
540,000 540,000 52.067 487.933
17,137,207 _17.384.207 _15.907.943 _1.476.264
(15.000) (15.000) 804.672 819.672
15.000 15.000 14,258 (742)
15,000 15,000 14,258 (742)
- - 818,930 818,930
_ 2,557,253 2,557,253 2,557,253 —
3 2,557,253 $ 2,557,253 $_3.376,183 §_ 818930
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CITY OF SOUTH SALT LAKE

REDEVELOPMENT AGENCY

SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2006

Budgetéd Amounts
Variance with
Final Budget -
Actual Positive
Original Final _Amounts  _ (Negative)
REVENUES:
Taxes $ 807,000 $ 807,000 738913 . $ (68.087)
TOTAL REVENUES 807,000 807,000 738913 (68.087)
EXPENDITURES:
Current: ‘
General government 103,500 103,500 54,331 49,169
Highways and public improvements 300,000 300,000 — 300,000
Redevelopment 415,000 415,000 373,298 41,702
Debt service: '
Principal on interfund loan 350,000 350,000 - 350,000
Interest and fiscal charges 24,538 24,538 24,538 -
TOTAL EXPENDITURES- 1,193,038 1,193,038 452,167 740,871
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES (386,038) (386,038) 286,746 672,784
OTHER FINANCING SOURCES (USES):
Transfers in (out) - - - -
TOTAL OTHER FINANCING SOURCES
(USES) - - - —
NET CHANGE IN FUND BALANCES (386,038) (386,038) 286,746 672,784
FUND BALANCES - BEGINNING OF YEAR 80.436 80,436 80.436 -
FUND BALANCES - END OF YEAR $ (305,602) $§ (305,602) $ 367,182 $ 672,784
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CITY OF SOUTH SALT LAKE

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED JUNE 30, 2006

BUDGETARY INFORMATION

Budgets for the general fund and redevelopment agency are adopted and presented on a basis consistent
with generally accepted accounting principles.
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CITY OF SOUTH SALT LAKE

COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

ASSETS: )
Cash and cash equivalents
Accounts receivable (net)

Cash and cash equivalents - restricted

TOTAL ASSETS

LIABILITIES:
Due to other funds
Interfund notes payable
Deferred revenue

TOTAL LIABILITIES

FUND BALANCES:
Unreserved, reported in:
Special revenue funds
Reserved for:

Debt service
TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND
BALANCES

JUNE 30, 2006
Special
Revenue
Fund Debt Service Funds
Total
Special Fire Truck  Sales Tax Nonmajor
Assessment Debt Debt Governmental
Fund Service Service Funds
$ - $ - $ 576293 $ 576,293
87,971 - - 87,971
16,864 - 633,198 650,062
$ 104835 § - $1200491 §1314326
$ 517 § - $ - $ 517
9,192 - - 9,192
87.376 - — 87.376
97.085 - - 97.085
7,750 - - 7,750
— — 1,209.491 1,209.491
7,750 - 1209491 _ 1,217,241

$ 104835 8 _ -  §1.200491 §1.314.326
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CITY OF SOUTH SALT LAKE

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Special
Revenue
_ Fund  _ DebtServiceFunds
Total
Special Fire Truck  Sales Tax Nonmajor
Assessment Debt Debt Governmental
Fund Service Service Funds
REVENUES: .
Taxes $ - $ - $ 665300 $ 665,300
Charges for services 34,195 — - 34,195
Investment earnings 7.332 - 26,521 33.853
TOTAL REVENUES 41,527 - 691.821 733,348
EXPENDITURES:
Debt service:
Principal retirement 34,000 - 435,000 469,000
Interest and fiscal charges ' 6,018 — 213,340 219.358
TOTAL EXPENDITURES 40.018 — 648.340 688,358
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 1.509 - 43481 44.990
OTHER FINANCING SOURCES (USES):
Transfers in (out) - (198) — (198)
TOTAL OTHER FINANCING
SOURCES (USES) — (198) - (198)
NET CHANGE IN FUND BALANCES 1,509 (198) 43,481 44,792
FUND BALANCES - BEGINNING 6,241 198 _ 1,166,010 1.172.449
FUND BALANCES - ENDING $ 7750 $ — $1.209491 §$ 1,217,241
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CITY OF SOUTH SALT LAKE

SPECIAL ASSESSMENT FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES — BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2006

REVENUES:
‘Charges for services
Investment earnings

TOTAL REVENUES
EXPENDITURES:
Debt Service:
Principal on interfund loan

Principal retirement
Interest and fiscal charges

" TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfer in (out)

TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCES
FUND BALANCES - BEGINNING OF YEAR

FUND BALANCES - END OF YEAR

Budgeted Amounts
Variance with
Final Budget -
Actual Positive
Original Final Amounts (Negative)
$ 47,000 $ 47,000 $ 34,195 $(12,805)
- - 7.332 7,332
47.000 47.000 41,527 (5473)
5,430 5,430 - 5,430
32,000 32,000 34,000 (2,000)
9,570 9,570 6,018 3,552
47.000 47.000 40,018 6.982
— - 1,509 1,509
- - 1,509 1,509
6.241 6.241 6.241 =
$ 6241 § 6241 $ 7,750 3§ 1509
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CITY OF SOUTH SALT LAKE

SALES TAX DEBT SERVICE FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2006

REVENUES:
Taxes
Investment earnings

TOTAL REVENUES

EXPENDITURES:
Debt Service:
Principal retirement
Interest and fiscal charges

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfers in (out) '

TOTAL OTHER FINANCING
 SOURCES (USES)

NET CHANGE IN FUND
BALANCES

FUND BALANCES - BEGINNING OF YEAR

FUND BALANCES - END OF YEAR

Budgeted Amounts
Variance with
Final Budget -
Actual Positive
Original Final _Amounts (Negative)
$ 665,300 $ 665,300 $ 665,300 $ -
10,000 10,000 26,521 16,521
675,300 675,300 691,821 16,521
435,000 435,000 435,000 -
214,000 214,000 213,340 660
649,000 649,000 648,340 660
26.300 26,300 43,481 17,181
(26,300) (26,300) _. - 26,300
(26.300) (26.300) - 26.300
- - 43,481 43,481
1,166.010 1.166.010 1,166,010 -
$1,166,010 $1,166,010 $1,20949] 3§ 43,481



CITY OF SOUTH SALT LAKE

CAPITAL PROJECTS FUND

SCHEDULE OF REVENUES, EXPENDITURES. AND
CHANGES IN FUND BALANCES
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2006

Budgeted Amounts
Variance with
Final Budget -
Actual Positive
Original Final Amounts (Negative)
REVENUES:
Taxes $ 1,150,000 $ 1,150,000 $ 3,526,563 $ 2,376,563
Intergovernmental 140,000 233,795 447,026 213,231
Charges for services 50,000 50,000 25,301 (24,699)
Investment earnings 50,000 50,000 281,959 231.959
TOTAL REVENUES 1,390,000 _ 1.483.795 _ 4.280.849 2,797,054
EXPENDITURES:
Capital outlay: _
General government 168,500 237,750 193,065 44,685
Public safety 1,077,600 1,102,145 1,033,376 68,769
Highways and public improvements 577,500 577,500 211,751 365,749
Parks and recreation - - 285,823 (285.823)
TOTAL EXPENDITURES 1.823.600 _ 1.917.395 _ 1.724.015 193.380
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES (433.600) _ (433.600) _ 2,556.834 2,990.434
OTHER FINANCING SOURCES (USES):
Transfers in (out) - (265.000) 198 265,198
TOTAL OTHER FINANCING
SOURCES (USES) - (265.000) 198 265,198
NET CHANGE IN FUND BALANCES (433,600)  (698,600) 2,557,032 3,255,632
FUND BALANCES - BEGINNING 9,831,313 _ 9,831,313 _ 9.831.313 =
FUND BALANCES - END OF YEAR $£9397713 $9,132,713 $12,388.345 § 3.255,632
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STATISTICAL SECTION

This part of the City of South Salt Lake's comprehensive annual financial report presents detailed
information as a context for understanding what the information in the financial statements, note
disclosures, and required supplementary information says about the government's overall financial health.

Contents Page

Financial Trends 64
These schedules contain trend information to help the reader understand how
the government's financial performance and well-being have changed over time.

Revenue Capacity 72
These schedules contain information to help the reader assess one of the government's

revenue sources, the property tax.

Debt Capacity 76
These schedules present information to help the reader assess the affordability of the
government's current levels of outstanding debt and the government's ability to issue
additional debt in the future.

Demographic and Economic Information _ 81
These schedules offer demographic and economic indicators to help the reader
understand the enviroment within which the government's financial activities take

place.

Operating Information 82
These schedules contain service and infrastructure data to help the reader understand

how the information in the government's financial report relates to the services the
government provides and the activities it performs.
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(accrual basis of accounting)

City of South Salt Lake
Net Assets by Component
Last Four Fiscal Years

(amounts expressed in thousands)

Governmantal activities
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total governmental activities net assets

Business-type activities
Invested in captial assets, net of related debt
Restricted
Unrestricted

Total business-type activities net assets

Primary government
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total primary government net assets

Source: South Salt Lake Finance Department

Note: GASB 34 was not implemented until June 30, 2003

Fiscal Year
2003 2004 2005 2006
$ 26,656 $ 28,919 31,061 31,776
5,823 4,994 1,166 1,210
5,830 6,608 14,460 20,579
$ 38,309 - $ 40,521 46,687 . 53,565
$ 7,789 $ 8,054 7,878 8,314
- - 674 765
3,813 8,660 8,471 8,298
$ 16,602 $ 16,714 17,023 17,377
$ 34445 $ 36,973 38,939 40,090
5,823 4,994 1,840 1,975
. 14,643 15,268 22,931 28,877
$ 54911 §$ 57,235 63,710 70,942
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City of South Salt Lake

Changes in Net Assets

Last Four Fiscal Years
(accrual basis of accounting)

(amounts expressed in thousands)

Fiscal Year
Expenses 2003 2004 2005 2006
Governmental activities:
General government $ 3395 § 3,397 §$ 3,215 § 3,476
Public Safety 9,709 9,582 9,699 10,072
Highways and public improvements 3,205 3,287 3,003 3,087
Parks and recreation 673 671 669 845
Redevelopment 548 335 380 373
Interest on long-term debt 416 289 257 237
Total governmental activities expenses 17,946 17,561 17,223 18,090
Business-type activities:
Water utility 1,710 1,650 1,676 1,736
Sewer utility 1,490 1,209 1,301 1,482
Recycled Waste n/a n/a n/a 12
Housing 220 249 309 233
~ Total business-type activities expenses 3,420 3,108 3,286 3,463
Total primary government expenses $ 21366 $ 20,669 $§ 20,509 $ 21,553
Program Revenues
Governmental activities:
Charges for services:
General government $ 1,229 $ 1216 $ 1,136 $ 1,295
Public Safety 1,651 1,570 1,916 1,716
Highways and public improvements 518 - - -
Parks and recreation 21 22 27 29
Other activities - - - -
Operating grants and contributions 1,006 1,956 1,852 608
Capital grants and contributions - - 189 168
Total governmental activities program revenues 4,425 4,764 5,120 3,816
Business-type activities:
Charges for services:
Water utility 1,548 1,735 1,720 1,801
Sewer utility 1,243 1,295 1,386 1,344
Recycled Waste n/a n/a n/a 26
Housing - 1 56 98
Operating grants and contributions 209 152 501 292
Capital grants and contributions - - - 211
Total business-type activities program revenues 3,000 3,183 3,663 3,772
Total primary government program revenues $ 7,425 $ 7,947 § 8,783 $ 7,588
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Net (expense)/revenue:
Governmental activities
Business-type activities

Total primary government net expense

City of South Salt Lake

Changes in Net Assets

Last Four Fiscal Years
(accrual basis of accounting)

(amounts expressed in thousands)

General Revenues and Other Changes in

Net Assets
Governmental activities:
Taxes:
Property taxes
Sales taxes
Energy sales and use tax
Transient room taxes
Unrestricted investment earnings
Miscellaneous
Gain on sale of capital assets

Total governmental activities

Business-type activities:
Unrestricted investment earnings

Total business-type activities
Total primary government

Change in Net Assets
Governmental activities
Business-type activities

Total primary government

(continued)
Fiscal Year

2003 2004 2005 2006
§ (13521) § (12797 §  (12,103) §  (14274)
(420) 75 377 309
$ (13941) § (12722 $§  (11,726) $  (13,965)
$ 285 $ 2,889 § 2,887 § 5367
9,808 9.882 10,904 12,076
1,798 2,002 2.719 3.056
24 24 25 26
259 199 295 627

10 A ] -

(106) 13 ; :
14,643 15,009 16,830 21,152
38 37 84 45
38 37 84 45
$ 14681 $ 15046 $ 16914 § 21197
$ 1122 $§ 22128 4727 $ 6878
382) 112 461 354
$ 740 § 2324 § 5188 $ 7232

Source: South Salt Lake Finance Department

Note: GASB 34 was not implemenfed until June 30, 2003

n/a - Not applicable, Recycled Waste program began July 1, 2005

66



City of South Salt Lake
Governmental Activities Tax Revenues by Source
Last Four Fiscal Years
(accrual basis of accounting)

(amounts expressed in thousands)

Energy Transient
Fiscal Property Sales Sales and Use Room
Year Tax Tax Tax Tax Total
2003 $ 2,850 § 9,808 $ 1,798 § 24 3 14,480
2004 2,889 9,882 2,002 24 14,797
2005 2,887 10,904 2,719 25 16,535
2006 5,367 12,076 3,056 26 20,525

Source: South Salt Lake Finance Department

Note: GASB 34 was not implemented until June 30, 2003
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City of South Salt Lake
General Governmental Tax Revenues by Source
Last Ten Fiscal Years
(modified accrual basis of accounting)
(amounts expressed in thousands)

Energy Transient

Fiscal Property Sales Sales and Use Room

Year Tax Tax Tax Tax Total
1997 $ 854 § 7,861 $ 1,087 $ - $ 9,802
1998 869 7,466 1,048 - 9,383
1999 906 9,242 1,348 12 11,508
2000 1,582 10,836 1,489 29 13,936
2001 1,668 11,849 1,804 22 15,343
2002 1,913 10,555 1,908 27 14,403
2003 : 1,883 9,808 1,798 24 13,513
2004 1,907 9,882 2,002 24 13,815
2005 1,959 10,904 2,719 25 15,607
2006 1,986 12,075 3,056 26 17,143

Source: South Salt Lake Finance Department
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City of South Salt Lake
Assessed Value and Estimated Actual Value of Taxable Real Property

Last Ten Years
(in thousands of dollars)

Estimated Assessed
Taxable Real Less: Actual Value as a
Property Tax Exempt Taxable Percentage of
Year Value Real Property Value Actual Value
1996 $ 677,158 n/a n/a n/a
1997 772,417 n/a n/a n/a
1998 824,498 n/a n/a n/a
1999 1,215,557 n/a n/a n/a
2000 1,285,792 n/a n/a n/a
2001 1,332,173 $ 601,362 $ 1,933,535 68.9%
2002 1,332,884 598,206 1,931,090 69.0%
2003 1,299,876 591,300 1,891,176 68.7%
2004 1,298,335 595,605 1,893,940 68.6%
2005 1,318,280 610,483 1,928,763 68.3%
Source: Salt Lake County Auditor
Salt Lake County Assessor
n/a - Information not available
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City of South Salt Lake
Property Tax Rates
Direct and Overlapping Governments
Last Ten Years

City of Granite So. SL Co. Central Utah SL Suburban

‘ South Salt School Salt Lake Mosquito Water Conserv. Sanitary Total of
Year Lake District County (a) Abatement District Dist. #1 (b) All Rates

| 1996 0.001135 0.006130 0.004429 0.000014 0.000342 N/A 0.012050
1997 0.001070 0.005807 0.004159 0.000013 0.000400 N/A 0.011449
1998 0.001103 0.005669 0.003412 0.000013 0.000397 0.000268 0.010862
1999 0.001100 0.006960 0.003856 0.000013 0.000397 0.000268 0.012594
‘2000 0.001182 0.006678 0.003487 0.000012 0.000400 0.000263 0.012022
2001 0.001411 0.006487  0.003789 0.000014 0.000369 0.000261 0.012331
2002 0.001386 0.006460 0.003683 0.000017 0.000358 0.000261 0.012165
2003 0.001403 0.006740 0.003615 0.000034 0.000358 0.000252 0.012402
2004 0.001417 0.006746 0.003549 0.000033 0.000353 0.000255 0.012353

2005 0.001396 0.006604 0.003378 0.000031 0.000336 0.000233 0.011978

(a) Includes Salt Lake County Library, Planetarium, Health Department, Flood Control.
(b) The City annexed approximately two square miles in 1998 that is serviced by SL Suburban
Sanitary District #1

Source: Salt Lake County Assessor
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City of South Salt Lake
Principal Property Taxpayers
December 31, 2005
Taxable Percentage of
Assessed . Total Taxable -
Taxpayer Value Rank Assessed Value Use

RC Willey $ 23,243,500 1 1.76% Retail Sales
Rayman Associates 17,636,100 2 1.34% Multi-Family Housing
Sunset Investors 15,060,700 3 1.14% Multi-Family Housing
VID Ovich 10,391,300 4 0.79% Multi-Family Housing
Century Theaters 8,371,400 5 0.64% Entertainment
Van Nuys Center 8,140,700 6 0.62% Warehouse/Storage
ZCMI : 8,031,600 7 0.61% Warehouse/Storage
FKB-Times Square 6,675,300 8 0.51% Industrial/Office
Libra Group 6,606,100 9 0.50% Retail Sales
Magnus One LLC 6,134,000 10 0.47% Retail Sales

Source: Salt Lake County Assessor

Note: Taxable assessed value for principal property taxpayers is not available for 1996.
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City of South Salt Lake
Property Tax Levies and Collections
Last Ten Fiscal Years
(amounts expressed in thousands)

Collected within the

Year of the Levy Total Collections to Date
Total Tax Collections in
Year Ended Levy for Percentage Subsequent
December 31 Year Amount of Levy Years Amount % of Levy
1996* n/a _ n/a n/a n/a n/a n/a
1997* n/a n/a n/a n/a n/a n/a
1998 $ 1,011 § 947 93.7% $ 28 § 975 96.4%
1999 1,354 1,284 94.8% 27 . 1,311 96.8%
2000 l,’}24 1,564 90.7% 70 1,634 94.8%
2001 2,042 1,882 92.2% 66 1,948 95.4%
2002 2,016 1,870 92.8% 74 1,944 96.4%
2003 2,006 1,816 90.5% 93 1,909 95.2%
2004 2,039 1,876 92.0% 84 1,960 96.1%
2005** 2,047 1,885 92.1% - 1,885 92.1%

Source: Salt Lake County Treasurer
* Tax collection information not available for 1996 and 1997

*% 2005 collections in subsequent years not available until March 2007
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City of South Salt Lake ‘
Ratios of General Bonded Debt Outstanding
Last Ten Fiscal Years

General Less: Amounts Percentage of
Obligation Available in Debt Estimated Actual
Fiscal Year Bonds Service Fund Total Taxable Value Per Capita
2006 n/a n/a n/a n/a n/a

Note: The City of South Salt Lake has not issued General Obligation Debt in the past ten years.
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City of South Salt Lake
Direct and Overlapping Governmental Activities Debt
As of December 31, 2005
(amounts expressed in thousands)

Governmental  City's Portion
South Salt Lake's Estimated Unit's General of General

2005 Taxable Portion of Percentage Obligation Obligation
Governmental Unit Taxable Value  Applicable (a) Debt Debt
State of Utah 132,283,252 § 1,513,548 1.14% $§ 1,377,390 $ 15,760
Central Utah Water
Conservancy District 1,513,548 1.93% 62,116 1,196
Salt Lake County 1,513,548 2.81% 191,570 5,392
Granite School District - 0.00% - -
Total 1,631,076 22,348
Less: State of Utah (b) (1,377,390) (15,760)
Total Direct and Overlapping
Debt $ 253,686 § 6,588

(a) Based on 2005 taxable assessed property values.

‘ (b) The State of Utah does not levy property tax for General Obligation Debt.

Sources:
Utah State Auditor
Salt Lake County Auditor
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City of South Salt Lake
Pledged-Revenue Coverage
Last Ten Fiscal Years
(amounts expressed in thousands)

Water Revenue Bonds

Less: Net
Water Operating Available Debt Service
Fiscal Year Charges Expenses Revenue Principal Interest Coverage
2002 $ 1,769 $ 1,188 § 581 §$ - $ 20 29.05
2003 1,566 1,155 411 119 44 252
2004 1,763 1,232 531 121 62 290
2005 1,754 1,195 559 124 65 2.96

2006 1,820 1,239 581 127 63 3.06

State Sewer Loan/Central Valley Taxable Bonds

: Less: Net
Sewer Operating Available Debt Service
Fiscal Year Charges Expenses Revenue Principal Interest Coverage
2003 $ 1,252 § 811 § 441 § 62 §$ - _ 7.11
2004 1,296 736 560 62 - 9.03
2005 1,432 867 565 62 - 9.11
2006 1,360 930 430 < T 8 531

In 2005, the City agreed to participate with Central Valley Water Reclamation Facility to issue
bonds for a facility expansion project.

Public Safety Sales Tax Revenue Bonds

Sales Tax Net :
and Other Less: Available Debt Service
Fiscal Year _ Revenue Expenses Revenue Principal Interest Coverage

2002 8 170 § 2 8 168 § 168 § - 1.00
2003 654 2 652 - 385 260 1.01
2004 654 3 651 400 244 1.01
2005 657 2 655 415 228 1.02
2006 692 3 689 435 211 1.07

Special Improvement District Revenue Bonds

Net
SID Less: Available Debt Service o
Fiscal Year _ Revenue Expenses Revenue Principal Interest Coverage
2000 $ 40 $ - $ 40 3 25§ 15 1.00
2001 40 - 40 26 14 1.00
2002 40 - 40 27 12 1.03
2003 42 - 42 29 12 1.02
2004 40 - 40 30 9 1.03
2005 44 - 44 32 8 1.10
2006 42 - 42 34 6 1.05
Source: South Salt Lake Finance Department
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City of South Salt Lake
Demographic and Economic Statistics

Year 1990 1994 2000(a) 2003 2010 Est. 2020 Est,
Population 10,129 10,693 22,038 21,719 23,801 26,445
Population African Native Hispanic
Breakdown Female Male White American American Asian or Other
2000 Census 45.2% 54.8% 75.2% 2.9% 3.0% 2.6% 16.3%
South Salt U.S.
Lake Average
Median household income (1999 doliars) $ 29,801 $ 41,994
Median household income (2005 dollars) 36,152 46,849

(a) In 1998 the City annexed approximately two square miles and 9,000 residents.
2000 share of Utah residents that live in South Salt Lake - 1.0%

2000 share of Salt Lake County residents that live in South Salt Lake - 2.4%
2003 estimated ratio of police officers per South Salt Lake resident - 1:377

2003 estimated ratio of fire fighters per South Salt Lake resident - 1:629

Sources: Wasatch Front Regional Council
Utah State Governor's Office of Planning and Budget
U.S. Bureau of Census
South Salt Lake Chamber of Commerce

Ten Year Demographic Information is Not Available
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City of South Salt Lake
Operating Indicators by Function
Last Six Fiscal Years

Fiscal Year
2001 2002 2003 2004 2005 2006

Function

Police
Total Calls 12,112 29,873 33,720 39,188 46,261 42,231
Violent Crimes 1,131 797 853 1,035 819 1,001
Property Crimes 2,884 4,139 3,939 4,508 3,949 4351
Traffic Citations 1,843 11,421 15,923 16,414 14,397 9,334

Fire :
Total Calls 3,502 3,823 3,626 3,806 4,034 4,600
Number of Fires 188 140 88 111 189 223
Medical Calls 2,479 2,567 2,653 2,871 2,913 3,206

Avg Response Time 4.0 minutes 3.9 minutes 4.4 minutes 5.1 minutes 4.6 minutes 3.3 minutes

Justice Court
Total Cases 13,192 14,116 12,184 11,378 10,663 8,117

l Comm Service Hrs 18,553 18,773 10,614 9,273 7,919 10,088

Building & Zoning
Building Permits 382 500 471 499 475 431
Business Licenses 2,112 1,993 1,959 1,984 1,957 1,792
Construction Value  $26,079,818  $16,387,560  $21,263,788  $1 1,628,509 $26,782,372  $21,838,253

Administration
A/P Checks 8,264 6,296 5,900 5,753 6,874 6,059
Payroll Checks 6,509 6,685 6,966 6,510 6,466 6,329
Utility Billings 40,876 40,813 40,784 41,311 41,508 41,704

City Attorney
Traffic Cases Prosecuted n/a n/a n/a ‘ 1,079 2,450 1,930
Criminal Cases Prosecuted n/a n/a n/a 693 1,191 1,107

Public Works
Road Improvements 292,968 sq ft 944,034 sq ft 430,547 sq ft 873,029 sq ft 536,501 sq ft 39,750 sq ft
Concrete Improvements 6,227 sq ft 4,942 sq ft 8,725sqft  14315sqft 2,500 sq ft 1,973 ft
Solid Waste Removed n/a n/a 2,127 tons 1,096 tons 867 tons 879 tons
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Function

Water
Gallons Produced
Gallons Purchased
Water Connections

Waste Water
Lines Inspected
Lines Cleaned
Total Connections

Parks and Recreation
Rec. Participants
Number of Programs

City of South Salt Lake
Operating Indicators by Function
Last Six Fiscal Years

Source: South Salt Lake Finance Department

n/a - information not available

Note: Ten year data not available

(continued)
Fiscal Year
2001 2002 2003 2004 2005 2006
1,159 million 792 million 748 million 629 million 657 million 758 million
330 million 378 million 221 million 345 million 339 million 230 million
3,289 3,281 3,278 3,286 3,295 3,334
17,988 fi n/a 2,390 ft 1,500 ft 5,000 ft 20,174 ft
n/a n/a 8,940 ft 600 ft 1,400 ft 74,191 ft
2,686 2,584 2,591 2,605 2,611 2,612
na n/a 1,832 2,465 1,750 2,060
n/a n/a 8 10 10 12
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City of South Salt Lake.

SINGLE AUDIT
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PINNOCK, ROBBINS,. POSEY & RICHINS

Ronald D. Robbins, CPA

David T. Posey, CPA

Roger O. Richins, CPA

James R. Beaudoin, PFS, CF, CPA
Wade K. Watkins, CPA

Certifted Public Accountants + A Professional Corporation

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and City Council
City of South Salt Lake
South Salt Lake, Utah

We have audited the financial statements of the City of South Salt Lake as of and for the year ended June
30, 2006, and have issued our report thereon dated October 20, 2006. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United

States.

Compliance

As part of obtaining reasonable assurance about whether the City of South Salt Lake’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing

Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the City of South Salt Lake’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control over financial reporting that might be material weaknesses. A material weakness is a condition
in which the design or operation of one or more of the internal control components does not reduce to a relatively
low level the risk that misstatements in amounts that would be material in relation to the general purpose
financial statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.

This report is intended for the information of the City of South Salt Lake’s management, City Council,
federal awarding agencies, and applicable regulatory agencies. It is not intended to be and should not be used by
anyone other than these specified parties.

October 20, 2006 (Pl‘mooz, Qo\a\au'v\e, Poeeﬂ L s

136 East South Temple, Suite 2250, Salt Lake City, Utah 84111 801/533-0409 Fax 801/533-0414



This page intentionally left blank.



A Ronald D. Robbins, CPA
David T. Posey, CPA

Roger O. Richins, CPA

PINNOCK, ROBBINS, POSEY & RICHINS Jamnes R. Beaudoin, PFS, CEE, CPA

. . Wade K. i
Certified Public Accountants + A Professional Corporation ade K. Watking, CPA

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

Honorable Mayor and City Council
City of South Salt Lake
South Salt Lake, Utah

Compliance

We have audited the compliance of the City of South Salt Lake with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended June 30, 2006. The City of South Salt Lake’s
major federal programs are identified in the summary of auditor’s results section of the accompanying schedule
of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants
applicable to each of its major federal programs is the responsibility of the City of South Salt Lake’s
management. Our responsibility is to express an opinion on the City of South Salt Lake’s compliance based on

our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the City of South Salt Lake’s
compliance with those requirements and performing such other procedures, as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination on the City of South Salt Lake’s compliance with those requirements.

In our opinion, the City of South Salt Lake complied, in all material respects, with the requirements referred
to above that are applicable to each of its major federal programs for the year ended June 30, 2006.

136 East South Temple, Suite 2250, Salt Lake City, Utah 84111 801/533-0409 Fax 801/ 533-0414



Internal Control Over Compliance

‘The management of the City of South Salt Lake is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts, and grants applicable to federal programs.
In planning and performing our audit, we considered the City of South Salt Lake’s internal control over compliance
with requirements that could have a direct and material effect on a major federal program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal
control that might be material weaknesses. A material weakness is a condition in which the design or operation of one
or more of the intemal control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over compliance and its
operation that we consider to be material weaknesses.

This report is intended for the information of the City of South Salt Lake’s management, City Council, federal
awarding agencies, and applicable regulatory agencies. It is not intended to be and should not be used by anyone other

than these specified parties.
P\‘nnook,, Robbins, Rs&:j & Ricline

October 20, 2006
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CITY OF SOUTH SALT LAKE

SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2006

A. SUMMARY OF AUDIT RESULTS

The auditors’ report expresses an unqualified opinion on the financial statements of the City of South
Salt Lake.

No reportable conditions relating to the audit of the financial statements were reported in the
INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS.

No instances of noncompliance material to the financial statements of the City of South Salt Lake were
disclosed during the audit.

No reportable conditions relating to the audit of the major federal award programs is reported in the
INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133.

The auditors’ report on compliance for the major federal award programs for the City of South Salt

- Lake expresses an unqualified opinion on all major federal programs.

Audit findings relative to the major federal award programs for the City of South Salt Lake are reported
in Part C. of this Schedule.

The programs tested as major programs include: Community Development Block Grant, CFDA number
14218

The threshold for distinguishing Types A and B programs was $300,000.
The City of South Salt Lake was determined to be a low-risk auditee.

B. FINDINGS — FINANCIAL STATEMENTS AUDIT

None

C. FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL AWARD PROGRAMS

AUDIT

None
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CITY OF SOUTH SALT LAKE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30. 2006

: Agency or
Federal Grantor Federal Pass-
Pass Through Grantor CFDA ‘ through Federal
Program Title _Number Number Expenditures

U.S. Department of Housing
And Urban Development
Passed Through Salt Lake

County:
Community Development

Block Grant 14.218 Various $ 481,587
U.S. Department of Justice
Title V Delinquency Prevention ‘

Program 16.548 22,491
Crime Victim Assistance (Note B) 16.575 05-VOCA-41 26,254
Environmental Protection Agency
Water Infrastructure Assistance Grant
" (Note C) : 66.202 XP988884-01 - 211,420
U.S. Department of Homeland Security
State Domestic Preparedness Equipment

Support Grant , ‘ 97.004 Various 45,376
State Homeland Security Program 97.073 77,854
Buffer Zone Protection Plan 97.078 45.028

Total . $ 910.010

NOTE A — SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of federal awards is presented using the same basis of accounting as that used in
reporting the expenditures in the City’s financial statements. The basis of accounting for each fund is described
in footnote 1.C. of the City’s financial statements.

NOTE B — CRIME VICTIM ASSISTANCE

In accordance with the grant agreement, the City of South Salt Lake has expended matching contributions
totaling $6,790 during the year ended June 30, 2006.

NOTE C - WATER INFRASTRUCTURE ASSISTANCE GRANT

In accordance with the grant agreement, the City of South Salt Lake has expended matching contributions
totaling $172,980 during the year ended June 30, 2006. '
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CITY OF SOUTH SALT LAKE

UMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

No prior audit findings.

YEAR ENDED JUNE 30. 2006
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A : Ronald D. Robbins, CPA
David T. Posey, CPA

Roger O. Richins, CPA

PINNOCK, ROBBINS, POSEY & RICHINS - JamesR. Beaudoin, PES, CFR CPA

Certified Public Accountants « A Professional Corporation Wade K. Wadns, CPA

INDEPENDENT AUDITORS’ REPORT ON STATE OF UTAH
LEGAL COMPLIANCE

Honorable Mayor and City Council
City of South Salt Lake
South Salt Lake, Utah

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of South Salt
Lake, Utah, for the year ended June 30, 2006 and have issued our report thereon dated October 20, 2006.
As part of our audit, we have audited the City of South Salt Lake’s compliance with the requirements
governing types of services allowed or unallowed; eligibility; matching, level of effort, or earmarking;
reporting; special tests and provisions applicable to each of its major assistance programs as required by the
State of Utah Legal Compliance Audit Guide for the year ended June 30, 2006. The City received the

I ' following major assistance programs from the State of Utah.

B & C Road Funds (Department of Transportation)
Liquor Law Enforcement (State Tax Commission)

The City also received the following nonmajor grants, which are not required to be audited for specific
compliance requirements: (However, these programs were subject to testwork as part of the audit of the
City of South Salt Lake’s financial statements.)

EMS Fines — Contracts/Grants (Department of Health)

Our audit also included testwork on the City’s compliance with the following general compliance
requirements identified in the State of Utah Legal Compliance Audit Guide:

Public Debt Other General Compliance Issues
Cash Management Uniform Building Code Standards

Purchasing Requirements Liquor Law Enforcement
Budgetary Compliance Truth in Taxation and Property
Justice Court Tax Limitations

B & C Road Funds

The management of the City of South Salt Lake is responsible for the City’s compliance with all
compliance requirements identified above. Our responsibility is to express an opinion on compliance with
those requirements based on our audit.

136 East South Temple, Suite 2250, Salt Lake City, Utah 84111 801/533-0409 Fax 801/533-0414



We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
material noncompliance with the requirements referred to above occurred. An audit includes examining, on
a test basis, evidence about the City’s compliance with those requirements. We believe that our audit
provides a reasonable basis for our opinion.

" The results of our audit procedures disclosed immaterial instances of noncompliance with requirements
referred to above, which are described in the accompanying management letter. We considered these
instances of noncompliance in forming our opinion on compliance, which is expressed in the following

paragraph.
In our opinion, the City of South Salt Lake, Utah, complied, in all material respects, with the general
compliance requirements identified above and the requirements governing types of services allowed or

unallowed; eligibility; matching, level of effort, or earmarking; reporting; and special tests and provisions
that are applicable to each of its major State assistance programs for the year ended June 30, 2006.

P(“nnoqL,Qabbf ns, FPaeeU 4 Richins

October 20, 2006 -
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Ronald O, Rabhins, CPA

. David T. Posev. CFPA
. Roger O. Riching, CPA
Pl N N O C I<v RO B B [ N S ' P OS EY’ & Rl C H I N S James R Beandoin, PFS, CFP CPA

= ' Wade K. Warkins, CPA
Certified Public Accountanrs = A Professtonal Corporarion

October 20, 2006

Honorable Mayor and City Council
City of South Salt Lake
South Salt Lake City, Utah

Dear Mayor and Council:

The City of South Salt Lake is ultimately responsible for the financial condition of the City, and for
the' City’s compliance with finance related state and federal law. The Uniform Fiscal Procedures Act
outlines responsibilities of the governing body. :

The purpose of the financial statements is to report in summary form, the financial condition of the
City, and the results of its operations and changes in financial condition, and to provide information to the
governing body to help them satisfy their legal and political responsibilities for determining and
demonstrating compliance with the various finance related state and federal law.

During the audit we observed that the City has made significant efforts to establish good accounting
procedures and controls. Accounting controls are established to safeguard assets and to provide reliable
financial and accounting information to the management and governing board. We commend the City
and its employees for their efforts in this area.

During our audit we noted certain matters involving the internal control structure and other
operational matters that are presented for your consideration. These comments and recommendations, all
of which have been discussed with the appropriate members of management, are intended to improve the
internal control structure or result in other operating efficiencies and are summarized as follows:

STATE LEGAL COMPLIANCE

Court Surcharge Remittances (Prior Year Recommendation)

We noted that the court surcharges were not always remitted by the tenth of the following month as
required by State law.

Recommendation

We recommend that the surcharges and accompanying reports be submitted each month by the tenth
of the month. )

Management’s Response

Management agrees with the recommendation.

136 East South Temple, Suite 2250, Salt Lake City, Utah 84111 801/533-0409 Fax 801/533-0414




Building Permit Surcharge Quarterly Report (Prior Year Recommendation)

During our audit, we noted that the building permit surcharge quarterly report for one quarter was
not submitted within thirty days following the end of the quarter as required by State law.

Recommendation

We recommend that the surcharges and accompanying reports be submitted no later than thirty days
following the end of each quarter.

Management’s Response

Management agrees with the recommendation.

STATUS OF PRIOR YEAR RECOMMENDATIONS

Disposition of Court Trust Funds (Prior Year Recommendation)

During our audit, we were unable to substantiate court approval on the disposition of trust funds on a
portion of the disbursements we sampled. State law requires that trust account funds be receipted and
disbursed upon a court order.

Recommendation

We recommend that the City appropriately document court orders regarding the disposition and
application of trust account funds.

Status

Implemented

% %k %k ok %k ok k ok ok %k %k k k k k k ¥ k ¥k

‘ We sincerely appreciate the cooperation we received from the management and employees of the
City during the course of the audit. It has been a pleasure working with them. We appreciate the
* opportunity to serve as your auditors. If you have any questions regarding any of the matters discussed,

please feel free to coptact us.
RY\ NOCK. 20\0\0{\'\ s, Pﬁ"ﬁ@j 3 Richins

PINNOCK, ROBBINS, POSEY & RICHINS, PC



